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Our Service Image 


Contrary to what they are encour- 
aged to believe, American consu- 
mers get exceptional value in au- 
tomotive service. 

New cars sold and serviced by 
dealers today require less mainte- 
nance than previous vehicles, and, 
more important, cost proportion- 
ately less to maintain. That’s a sto- 
ry worth emphasizing. 

Unfortunately, the story isn’t 
being told by the media. Instead, 
encouraged by certain surveys, re- 
ports, and politicking, the media 
recurringly repeats charges that 
our industry is ripping off car own- 
ers. 

It’s a phoney charge. Abuses do 
exist, for sure. But they are not 
common. The industry has an ex- 
cellent service record, and that re- 
cord gets better every year. 

Let’s look at the big picture: The 
modern automobile contains ap- 
proximately 15,000 parts, with 
some 5,000 to 8,000 of these in mo- 
tion. Expecting all of these parts to 
work forever without mainte- 
nance defies the laws of nature. 

Consider also that the car is sub- 
jected to a wide range of conditions 
with respect to weather, tempera- 
ture, roadways and owner care. 
It’s a wonder that a car runs at all 
for very long. Yet, it does, in spite 
of its complexity and the way it’s 
used. 

A dramatic example of the auto- 
mobile’s reliability comes from a 
study done on vehicles driven 
through the Holland and Lincoln 


tunnels into New York City. In 
one year, 65.3 million vehicles 
went through the two tunnels. On 
the average, six cars broke down 
per day—one for every 30,000 ve- 
hicles. Chief causes were flat tires 
and empty fuel tanks, and engine 
overheating was a minor cause in 
the summer. 


“Most significant, 
perhaps, is the 
decreasing cost of 
maintenance 
required by cars.” 


Flat tires and empty tanks are 
not, of course, an indictment of 
the automotive service industry, 
and neither, of course, are the mil- 
lions of vehicles that travel the 
highways every day without prob- 
lems. 

To be fair, however, when ser- 
vice problems do occur, consumers 
and dealers alike often are frus- 
trated. Complicating the situation 
are the decreasing number of deal- 
ership service facilities left to han- 
dle an increasing number of vehi- 
cles. And, there is the shortage of 
qualified mechanics: the ratio of 
vehicles to mechanics is over 150 
to 1 and climbing. 

Dealers are, thankfully, begin- 
ning to realize what they must 
shoot for in order to improve custo- 


improved service 


mer service: 
management operations, certified 
mechanics, and sponsorship of 
AUTOCAP to resolve disputes, to 
name just a few approaches. 


Perhaps most _ significant, 
though, in the industry’s fight for 
a better image, is the decreasing 
cost and frequency of the mainte- 
nance required by new cars. Based 
on current government and indus- 
try figures, maintenance cost for 
the average car today is $142 a 
year for the first 50,000 miles. The 
average purchase price of a car in 
1980 was $7,500, so maintenance, 
therefore, works out to less than 2 
percent of the original investment 
per year. That is exceptional 
value. 


Even more dramatic is the value 
being offered in many of the new- 
est cars arriving every day in deal- 
er showrooms. For example, Ford 
says the cost of scheduled mainte- 
nance in 1973 for a four-cylinder 
car for 50,000 miles was $960. This 
year, the cost has been cut to $174. 
The new EXP and LN7 reduce the 
cost even more—just $160 for 
scheduled maintenance over the 
50,000-mile period. 


This is the kind of story that 
must be told. NADA can do it on 
the national level. Dealers can do 
it on the local level, beginning 
with their showroom and service 
department customers. The sooner 
we get the facts exposed, the soon- 
er we can improve our business. A& 
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Executive Notes 


M report. In the first 
quarter of 1981, Gen- 
eral Motors continued the appar- 
ent gradual recovery begun in the 
last few months of ‘80. The net in- 
come of $190 million achieved in 
the January-March period repre- 
sented the second consecutive 
quarter of profitable operations, 
and exceeded earnings garnered 
in the first quarter of ‘80, despite 
lower volume. “This improvement 
is encouraging,” said a spokesman 
for GM Chairman Roger B. Smith 
and President F. James McDonald, 
“and reflects intensive efforts to 
reduce costs.” 

Both Smith and McDonald, 
however, reportedly feel current 
earnings are “well below the level 
which must be achieved to fund a 
substantial portion of the unprece- 
dented capital expenditures fore- 
cast for the 1981-84 period.” The 
array of product and facility pro- 
grams requiring the vast outlays, 
they say, are “critically essential” 
to maintaining and expanding the 
corporation’s competitive strength 
in the ‘80s. 


Worldwide factory sales of GM 
cars and trucks totaled 1,690,000 
units in the first quarter of ‘81, a 
mark that was 17 percent below 
that of the 1980 first quarter, and 
32 percent below ‘79’s first three 
months. 

Dollar sales of all GM products 
in the first quarter of this year to- 
taled $15.7 billion worldwide, and 
that figure, though about the same 
as in the year-ago quarter, was 
$2.2 billion lower than the figure 
for the first quarter of ‘79. 


With respect to net, the $190 
million earned in the ‘81 first 
quarter compares very favorably 
with both the $155 million banked 


a year ago and the $62 million of 
‘80’s last quarter, but it pales next 
to the $1.2 billion earned in Janu- 
ary-March of 1979. 

GM announced just recently it is 
postponing for at least a year its 
plan to replace its Fairfax, Kansas 
plant with a new assembly plant 
in Kansas City. However, con- 
struction of the new assembly 
plants at Wentzville, Missouri and 
Orion Township, Michigan is pro- 
ceeding on schedule, and site prep- 
aration of a third plant, located on 
property in Detroit and Ham- 
tramck, Mich., will begin May 1. 

tokk 
New White chief exec. Directors 
of White Motor Corp. have elected 
Wallace B. Askins chairman and 
chief executive. Askins, who has 
been executive vice president and 
chief financial officer, succeeds 
Cruse W. Moss, who resigned. 
Moss remains a director. 

kk 
Fuel symposium. The institute of 
Gas Technology is sponsoring its 
second symposium on the produc- 
tion, supply and use of nonpetrole- 
um fuels in vehicles June 15 
through 17 at the Renaissance 
Center in Detroit. The program is 
a state-of-the-art update on vehic- 
ular energy systems being devel- 
oped which could supplement or 
replace the gasoline-fueled inter- 
nal combustion engine. Included 
in the discussion will be natural 
gas, propane, gasahol, and neat al- 
cohol fuels. Registration informa- 
tion can be obtained from Kathy 
Fisher, Institute of Gas Technol- 
ogy, 3424 South State Street, Chi- 
cago, IL 60616. Phone: (312) 567- 
3881. 

tke 
Electric vehicle marketing 
seminar. Top-level EV industry, 


transportation and marketing 
leaders will run the sessions at the 
seminar on EV marketing and 
commercialization themed, “Mov- 
ing Toward EV Marketing: Mobil- 
izing A New Industry,” set for 
June 22 and 23 in New York City 
at the Warwick Hotel. 

The seminar’s focus is on under- 
standing the current barriers to 
commercialization and what to do 
about them, and a key feature will 
be the first presentation of a new 
study that will forecast EV market 
penetration, sales and use, and an- 
alyze the structure of the industry. 

For more information, contact 
Hugh Cosman or Mary Dalessan- 
dro, (212) 889-5666. 


MH 


A re-invention, perhaps. A new 
form of wheel which reportedly ob- 
viates the need for separate 
springing and suspension in a ve- 
hicle has been developed in Bri- 
tain. The invention, dubbed the 
“Conformable Wheel,” is the work 
of Dr. Sydney Jones, a retired rail- 
way designer who led the research 
and development team responsi- 
ble for the British high-speed Ad- 
vanced Passenger Train. 

Jones describes his discovery as 
a new concept in wheel design 
which can adapt to a variety of ter- 
rains and even climb steps. It is a 
resiliant disc, he says, designed to 
be attached by an axle directly to 
the body of a vehicle instead of 
through a suspension system. The 
wheel substitutes itself for the 
springs, changing its shape to ac- 
comodate variations in the surface 
over which it is running. One of 
the results of its use is a signifi- 
cant savings in space. 

One of the possible applications: 
electric cars. fE 
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if getting prospects 
into your showroom isn’t 


atop priority 


with your financing source... 
You need GMAC. 


GMAC’s business depends on GM 
Dealers. That’s why GM Dealers who use 
GMAC can count on more than a consist- 
ent and dependable source of financing... 

You can count on GMAC Financing 
as a business asset. 

You can count on GMAC for person- 
alized service and assistance when you 
need it—whether for expert financial 
counseling on any facet of your opera- 
tion...for monthly prospect notices and 
...for national advertising to generate 
prospects for your GM cars and trucks. 

Last Winter, when the “soaring” bank 
prime rate was alarming consumers, 
GMAC was one financing source that told 
America that GM Dealers could offer 


GMAC financing at interest rates that still 
made good sense. 

And this Spring, GMAC followed up 
with its first Network TV campaign. 

On the Evening News of ABC, CBS 
and NBC, GMAC has been telling the car 
buying public that GMAC has credit avail- 
able—even if money is tight—and, that 
GM Dealers have the kinds of cars and 
trucks America needs today. 

Already this message has reached 
more than 120-million adult viewers, not 
once, but an average of five times. 

That’s a lot of prospects. But that’s 
what GM Dealers get when they count 
GMAC—the world’s largest sales financ- 
ing institution—among their assets. 


NADA 
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BOARD OF DIRECTORS 


Wendell H. Miller, Binghamton, NY 
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James P. Jennings, Chicago, IL 
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Doctor, Lawyer, 


Shulman The 


service 
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McLean, Va. and additional mailing offices. 
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The statements and opinions expressed 
herein are those of the individual authors and 
do not necessarily represent the views of 
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Corp. or the National Automobile Dealers 
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should be addressed to the Editorial Director, 
automotive executive, 8400 Westpark Dr., 
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address changes to automotive executive, 
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Automobile Mechanic 


industry 37 Six dealers and dealer 


“into” service—and pro- 
fit—talk about their systems 
and how they work. 


gives his thoughts on 
NADA’s school for would-be 
dealer successors. 


needs good mechanics, 
and it needs to give the trade a 
better image. Here’s some 
thoughts on why. 


departments 


associations who have 
won awards for their advertis- 
ing and sales for their efforts 
make a case for TV. 
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One person 
with an Oakleaf 
Is a complete 
profit center 


Complete. That’s the best description of the Oakleaf 
Auto Dealership Computer. 

First, the Oakleaf Sales Prospecting Program turns 
your Oakleaf into the perfect personalized letter 
writing system, aggressively pursuing your best 
prospects... prior customers. Next, your Oakleaf ties 
in directly with TRW, CBI or any other credit bureau 
for an up-to-date credit report. 

Your Oakleaf will then help you figure the best deal 
possible, with full F&I included at the touch of a but- 
ton. Typing the contract and all the dozens of other 
forms is done immediately by your Oakleaf, with com- 
plete accuracy and a professional appearance. 

It all adds up to showroom traffic, increased sales, 
accuracy and a successful professional image. Could 
you use these things in your dealership? 

The Oakleaf Auto Dealership Computer is backed 
by Oakleaf & Associates, Inc., a national corporation 
with offices in all major population centers. Oakleaf 
takes responsibility for manufacture and programming 
and maintenance, for your security. Continuing re- 


search and development also makes today’s Oakleaf 
computers compatible with tomorrow’s advances. It’s 
safe to buy an Oakleaf. 

For more information on the profit potential of the 
Oakleaf Auto Dealership Computer, or for the number 
of your local Oakleaf representative, call Barbara Jen- 
nings, National Marketing Department, (800) 423-3681 
or in California (213) 989-5989 collect. 


Or send this coupon today. 


A / 


Sy 2 f 14600 Titus Street ~~ 

Oda Panorama City, CA 91402 
Oakleaf & Associates, Inc 

Your name 


Dealership 


Address 
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Customer Bankruptcies, Price Fixing, Etc. 


Odometer disclosures 
on truck sales enforced 
by another federal 


court 


Federal court ignores 
forum-selection clause 
in distributorship 
agreement 


The Motor Vehicle Information and Cost Savings Act (15 U.S.C., Section 
1981 et seq.), in effect since 1972, mandated the National Highway 
Traffic Safety Administration (NHTSA) to create a regulation for the 
disclosure of odometer mileage. The NHTSA regulation was promulgated 
in 1973, and it specifically exempts heavy truck sales from the odometer 
mileage disclosure requirement (49 C.F.R., Section 580). 

While this regulation does remain in effect, the authority of NHTSA to 
exempt heavy truck (gross weight over 16,000 pounds) sales from the 
general requirement to disclose the odometer reading has been 
challenged in two federal court cases. In both cases, the exemption for 
heavy trucks was struck down. 

The first case to challenge the exemption for heavy trucks was a 
Nebraska federal district court decision, Lair v. Lewis Service Center, 
Inc., 429 F. Supp. 778 (1977). In Lair, the court held that NHTSA does 
not have the authority to exempt heavy trucks from the odometer 
mileage statements required by the Motor Vehicle Information and Cost 
Savings Act. The case was finally settled out of court, but the complaint 
had charged a dealer with fraud and misrepresentation for failing to 
provide the statement on the sale of the truck. 

In a more recent case, the Idaho federal district court in Romeri 
Trucking, Inc. v. Boise Kenworth Sales, Inc., also concluded that the 
regulation exempting vehicles with gross weights over 16,000 pounds 
was invalid, because it was promulgated without Congressional 
authority. Through considerations of fairness, the court permits its 
decision to apply only to future cases. 

NHTSA has asked Congress for the specific authority to exempt heavy 
trucks, but Congress has not acted. Dealers need not fear NHTSA, as the 
agency will not enforce the disclosure for vehicles over 16,000 g.v.w. 
However, private parties may bring an action for the failure to provide 
the form. Until this issue is resolved, ATD recommends that dealers 
provide odometer forms with all vehicle sales. 


A federal district court in Wisconsin has denied the motion of a 
manufacturer to transfer to the Northern District of Ohio a lawsuit 
brought by its former distributor under the Wisconsin Fair Dealership 
Law. (Cutter v. The Scott & Fetzer Co.) The suit was initiated by the 
terminated distributor who claimed that the termination was without 
“good cause” and that the method of termination violated the Wisconsin 
Fair Dealership Law. 
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This column is prepared by the Legal Group of the National Automobile Dealers Association. For further information or questions concerning the items appearing in this column, write: 
Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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Are you having 
any problems 
with customer 
bankruptcies? 


Price fixing charges to 
be settled in Maryland 


New Jersey finds no 
price fixing by Toyota 
dealers 


DOE issues second 
edition of 1981 Gas 
Mileage Guide 
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The manufacturer attempted to transfer the action to Ohio by utilizing . 
a clause in the distributorship agreement which provided that all legal 
actions against the manufacturer will be commenced in the United 
States District Court for the Northern District of Ohio. 

In refusing to apply the forum-selection clause, the Wisconsin federal 
court concluded that the clause is solely for the convenience of the 
manufacturer and was not “a vital part of the agreement” for which the 
parties bargained. Relying on public policy considerations, the court 
ruled that public policy favors the retention in Wisconsin of suits brought 
under the Wisconsin statute. Finding that no hardship would be suffered 
by the manufacturer but that it would be “unjust” to force the former 
distributor to litigate in Ohio, the court ignored the contract language. 


If you are a dealer having problems with customer bankruptcies, NADA 
would like to have your written comments. Several draft amendments to 
change the federal bankruptcy law are before Congressional committees 
right now. Your input can reveal problem areas for dealers that may be 
correctable by appropriate législative effort. Act now to write to the 
NADA Legal Group to explain your problems, experiences or 
suggestions, and be as specific as you can. No phone calls, please. Write: 
Legal Briefs, NADA Legal Group, 8400 Westpark Drive, McLean, VA 
22102. 


The State of Maryland and several Baltimore area Oldsmobile dealers 
have agreed to settle the price fixing charges brought by the state in 
1977. Maryland had charged that the dealers violated state antitrust 
laws by conspiring together to advertise certain car models at uniform 
prices. A proposed consent decree would assure that the dealers do not 
advertise fixed prices. Dealers will still be permitted to advertise 
manufacturer’s suggested retail prices if the ads also explain that dealers 
are not bound by the manufacturer’s guide. 


Several states have begun to investigate the sales practices of Toyota 
dealers and Mid-Atlantic Toyota Distributors for alleged price fixing. 
The alleged illegal activity involves the forced sale of “protective 
packages” of rustproofing, undercoating and exterior waxing with all 
vehicles, making it difficult for a customer to purchase a vehicle that 
does not have the “protective package.” 

Among the states currently investigating Toyota dealers are New 
Jersey, Pennsylvania, Maryland, West Virginia, Delaware, and the 
District of Columbia. Thus far, New Jersey is the only state to report its 
findings. The attorney general’s office in New Jersey has uncovered no 
evidence that the sale of “protective packages” is industry-wide or forms 
an anti-competitive pattern. The New Jersey investigators found that 
the Toyota distributor involved in the other states’ lawsuits, Mid- 
Atlantic Toyota Distributors, does not operate in New Jersey. 
Additionally, investigators found that dealers in New Jersey do not sell 
all of their vehicles with “protective packages.” 


On April 8, 1981, the Department of Energy published notice of 
availability of the Second Edition of the 1981 Gas Mileage Guide. 

Under EPA regulations, dealers of 1981 and later model year 
automobiles and light trucks must have copies of the Guide on display in 
their showrooms and must maintain an adequate supply of the Guides to 
meet public demand, within 15 working days after DOE publishes notice 
of availability. 

Any dealer who has not already received copies of the Guide from 
DOE, or requires additional copies, should request the materials by 
writing to the following address, specifying the quantity desired of the 
49-state and/or the California version: Fuel Economy Distribution, 
Technical Information Center, U.S. Department of Energy, P.O. Box 62, ' 
Oak Ridge, TN 37830. Fe ( 
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MAKE IT EASIER THAN EVER TO 


DON'T FORGET 
_ THE BODYGUARD! 


DON'T FORGET, BODYGUARD HAS BEEN SELLING 
RUST INHIBITING FOR ALMOST 20 YEARS. 


Bodyguard isn't just another rust-inhibiting process. It's been proven through years 
of laboratory testing and everyday use by hundreds of thousands of drivers — under 
every conceivable condition. Don't forget, Bodyguard's anti-rust process is available 
through new car dealerships only. 


DON’T FORGET BODYGUARD’S YEARS OF CLAIMS EXPERIENCE. 


Don't trust your dealership 's reputation with companies that may not be here when 
the claims start coming in. Ask us for a list of satisfied dealers who have been with 
Bodyguard for ten years, fifteen years, even longer. 


DON'T FORGET, CALL 216/741-1160 COLLECT 
FOR COMPLETE DETAILS. 


We'll show you how Bodyguard's exclusive rust-inhibiting process easily becomes a 
part of your operation. Simply send in the coupon or CALL COLLECT... 
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BODYGUARD AND BODYGLO DISTRIBUTORSHIPS 
ARE NOW AVAILABLE. 


by Sam E. Polson 


hat are people around 
the country saying about 
the manner in which the 


automobile industry is serving its 
customers? Here’s a sampling of 
the answers AE has evoked. 

One fellow way down south re- 
cently told us he thought the in- 
dustry’s performance was a na- 
tional problem. “It’s a national 
disgrace!” is the way he stated it. 

Further north along the Atlan- 
tic seaboard, another citizen said, 
“At least some of the public seems 
to feel that automobile dealer- 
ships—especially their service 
departments—are beset with just 
too many con men and rip-off art- 
ists today.” 

One of the most graphic opin- 
ions was expressed by a midwest- 
erner who declared rather forth- 
rightly, “The only thing Amer- 
icans seem to trust less than the 
car business is the Ayatollah 
Khomeini.” 

Although these comments 
aren't very flattering, neither are 
they very new, at least as far as 
sentiment goes. The industry has 
been sniped at in this manner for 
years by members of the press, 
government agencies and crusad- 
ing consumer groups. Auto-re- 
lated complaints, we are told, con- 
tinue to top all other consumer 
categories. 


But these three remarks we’ve 
mentioned contain a significant 
difference: none of the barbs came 
from columnists, bureaucrats or 
would-be Naderites. They all 
came from franchised automobile 
dealers or responsible dealership 
staff members. Their statements 
point up a growing concern within 
the industry about the quality of 
products and services being pro- 
vided automotive customers. And 
this concern is translating itself 
into an industry commitment to 

‘turn perceived quality liabilities 
into perceived quality assets. 

In Detroit, for example, factory 
brass have been calling a lot of 
attention to their 1981 models. 
Their new cars, the manufactur- 
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ers insist, are every bit as good—if 
not better—than those products 
arriving from overseas. There is 
evidence these claims are well- 
founded, but the task now facing 
Detroit is convincing the Amer- 
ican buyer that this new-found 
focus on excellence is indeed fact 
and not just Madison Ave. hype. 

Regardless of whether a vehicle 
is domestic or import, the true 
proving ground of public accep- 
tance is, of course, at the retail 
level. It’s here, where customer 
and car meet eyeball-to-head- 
lamp, that the industry actually 
encounters the consumer’s chal- 
lenge to—as Will Shakespeare’s 
Hamlet so eloquently put it— 
“Come, give us a taste of your 
quality.” 

In truth, the dealership is the 
factory’s last line of defense where 
poor quality is concerned. It’s the 


place where any nagging little dis- 
crepancy in an otherwise fine 
product must be detected and cor- 
rected before a prospective buyer 
gets his or her critical hooks into 
it. One missing screw or a rela- 
tively minor loose _ electrical 
connection that slips unnoticed 
past a get-ready crew could be the 
trigger that blows the whole 
“quality” image right into a 
cocked hat for an unconvinced cus- 
tomer. In the eyes of an edgy pros- 
pect, just such simple flaws can be 
the deadly kiss—the moment that 
turns the car trade’s image as 
newly crowned prince of Quality 
Kingdom right back into the ugly 
frog from Hoodwink Hollow. It can 
be just as simple and serious as 
that. 

But the need to prove and con- 
trol quality doesn’t end for dealers 
at the showroom door as the cus- 
tomer drives away, new car re- 
ceipt in hand. The need just 
screams for attention in every 
area of the service department, 
where customer dissatisfaction 
can wipe out any gains factories 
may be able to acquire with their 
renewed emphasis on new car 
quality. 

The subject of quality control in 
dealerships is a hot topic at 20- 
Group meetings, conventions, and 
wherever forward-thinking auto 
retailers congregate. Most conver- 
sations about it reveal how widely 
approaches to quality control vary 
from dealership to dealership, but 
one message is coming through 
loud and clear—dealers are be- 
coming more and more aware that 
what happens in the back end has 
strong and direct impact up 
front—and vice versa. Quite a few 
of the dealers talking about quali- 
ty control are trying to do some- 
thing about it. 

One dealer who prefers to re- 
main unidentified told his NADA 
Performance Analysis Group he 
had experimented with a variety 
of quality control schemes over the 
years, with little success until he 
hit on the program that is paying 


ELEMENTARY 


off for him now. 

“I hired a man exclusively to 
handle quality control,” the dealer 
explained. “I had done this before, 
but this time, I did things dif- 
ferently. Instead of telling the new 
man to go out and check all the 
cars after technicians finished 
with them, I assigned him his own 
stall and hung up a sign that said 
quality control.” 

Under this dealer’s present sys- 
tem, all technicians turn in their 
completed jobs to the QC special- 
ist, along with a technician’s re- 
port form on the repaired vehicle. 

“Our quality control man 
checks the repairs made, and signs 
them off of the tech’s report,” the 
20-Group member continued. “At 
the same time, he fills out his own 
quality control check list. A copy 
of both forms is given to the cus- 
tomer when the car is picked up.” 

Since installing this system, the 
dealer said he and his managers 
have noticed the forms are accom- 
plishing several things. 

“First, the forms seem to evoke a 
more responsible attitude from 
technicians because they know 
their jobs are being checked by a 
fellow worker,” he said. 

“Second, the forms give the 
quality control man a basic format 
to follow and, third, the forms 
show the customer we're really 
trying.” 

The dealership charges service 
customers for the quality control 
checkup, and the fee is clearly 
marked on the final bill. 

“Surprisingly, people don’t com- 
plain about being charged for this 
step when they see in black and 
white what we’ve done,” the deal- 
er said. “In fact, the only thing the 
customers have done up to this 
point is praise the process.” 

At this particular dealer’s deal- 
ership, the quality control special- 
ist is paid a set commission for his 
service, and also is paid based on a 
flat rate for any additional work 
he might perform as a result of his 
inspection. This method, the deal- 
er pointed out, eliminates the sal- 


ary most quality control people re- 
ceive. 


“TI originally went into this sole- 
ly because of the need for better 
quality control, but the way it’s 
working out, not only is our con- 
trol better, but we’re selling addi- 
tional work such as air conditioner 
charges, light bulbs, oil changes, 
exhaust work, tires, and so on,” 
the dealer said. “Believe me, it’s 
great! I’m now thinking of hiring a 
second man, because the present 
one can’t keep up with all the addi- 
tional work he’s selling.” 

Another dealer who holds a 
much different view on how quali- 
ty control should be handled is 
Don McMahon of McMahon- 
Musson Chevrolet in New Iberia, 
La. He said he sees quality control 
as but one element in a process 
that must include many elements 
working interdependently with 
each other. To McMahon, simply 
adding a quality control specialist 
without doing something about all 
the other elements is simply not 
addressing the total problem. 


“There was often 
a communications 
breakdown 
between the 
customer and the 
mechanic.” 


“I just don’t think you can 
approach quality control as some- 
thing separate and apart from 
other parts of the service struc- 
ture,” he said. “If your service de- 
partment is a trouble area, . . .I 
don’t think you can put in a quali- 
ty control system without going 
through a total reorganization. If 
you want to do good service, you’ve 
got to put in all the pieces. You’ve 
got to give the responsible people 
in your service department all the 
cards to play with. That’s one of 
the problems we (dealers) have 
had with service—we haven't 
been playing with a full deck.” 

The Louisiana dealer readily 
admitted his service department 
was a trouble area at one time. Its 
condition prompted him to at- 
tempt a reorganization as far back 
as 1974. Part of the reorganization 
was to have been a conversion over 


(Continued on page 14) 
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Irving Blackman 


HOW TO GET A LEG UP WHEN 
VALUING YOUR BUSINESS FOR 


ooner or later, every 

closely held business must 

be valued—either for sale 
or for tax purposes. A tax-purpose 
valuation must be faced during life 
if you give away any of your stock 
or recapitalize your company. 
When you are called to that big 
business in the sky, your executor 
must value your closely held stock 
for estate tax purposes. 

If there is an area in the field of 
taxation where lack of certainty is 
the hallmark, it regards the valu- 
ing of an interest in a closely held 
business. This causes frustration 
in accountants, who are accus- 
tomed to adding and subtracting 
precise numbers that produce 
sheets which are in balance. It also 
frustrates lawyers, who are used 
to finding cases in point that, 
when taken in series, produce a 
brief that neatly proves their 
client’s case. Probably the most 
frustrated of all is the poor taxpay- 
er client—uncertainty reigns su- 
preme. 

Placing a value on the stock of a 
closely held corporation often 
leads to serious conflict with the 
Internal Revenue Service. The 
IRS is our adversary. Valuation is 
a sort of game—a game without 
clearly defined rules, and the score 
is kept in dollars—your dollars. 
Unlike publicly traded stock, 
whose value is published in the 
daily paper, the value of closely 
held stock must be individually 
determined. All too often, such de- 


TAX PURPOSES 


terminations run as follows: 


a. By the IRS: Much higher than 
the value reported by the taxpay- 
er. 


b. By the taxpayer: Much lower 
than the value claimed by the IRS. 


c. By the courts: Somewhere in 
between. 


Huge tax payments often hinge 
on the outcome of such disputes, 
and professional fees for help in 
the fight are high. Business liqui- 
dations (at sacrifice prices) some- 
times become necessary to pay the 
resultant estate taxes. 


Every company due to be valued 
has its own set of facts and circum- 
stances, and each valuation is 
unique and different from every 
other valuation. Two companies in 
the same business with almost 
identical numbers can have signif- 
icantly different values because of 
just one difference in fact. No set of 
general rules, and no volume of 
books can bring out the impor- 
tance inherent in those differen- 
ces. 

The valuation process is an art, 
not a science. But just as art has its 
discipline, so too does valuation. 
The discipline lies mainly in ap- 
proaches and techniques, and the 
IRS, in Revenue Ruling 59-60, de- 
tails its approach to valuing a 
closely held business. 

That ruling is must reading 
when you want to value your busi- 
ness for tax purposes. But it is only 


the starting point. Other rulings, 
regulations and a host of case law 


must be added to the pile of mate- 
rial in order to properly value a 
closely held busines. 

Let’s try to simulate a real-life 
scenario: Suppose you havea stack 
of stock certificates sitting in front 
of you—oils, such as Exxon, Shell 
and Standard of Indiana. The 
morning paper gives yesterday’s 
stock market value at $1 million. 
Well, a call to your broker will 
bring $1 million, less commis- 
sions, to you in cold cash in four 
business days. 


But now, suppose you have $1 
million worth of your company’s 
stock, valued by the appropriate 
techniques as required by Re- 
venue Ruling 59-60. Is it worth $1 
million? Well, maybe. Somebody 
out there, when you find him, will 
pay you the million over maybe 
five to seven years, at 10 percent 
(with prime at 17 percent). 


You get the idea? No way is your 
company’s stock going to bring a 
real million dollars in cash or equi- 
valent on the valuation date. Logic. 
tells you, a discount is in order. 
How much? The courts consistent- 
ly allow a discount for “general 
lack of marketability.” To what 
degree? The discount varies with 
the circumstances, but a safe 
range is 10 percent to 30 percent. 

How to value a closely held busi- 
ness is a big subject. You should 


These columns are prepared by Blackman, Kallick & Co., certified public accountants, under the watchful eye of Irving Blackman. Blackman, also an attorney and author of W inning the 
Tax Game, consults with businessmen around the country on the subject of taxes and profitability. Questions concerning these columns should be addressed to: Blackman, Kallick & 


Co., 180 N. LaSalle St., Chicago, IL 60601. 
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learn more about the valuation 
techniques that can be used to 
value yours. However, in the end, 
you and your family’s best inter- 
ests will be served by working 
with an experienced business ap- 
praiser. 

Do you need more valuation in- 
formation? Send for the special re- 
port, How to Value Your Business 
for Tax Purposes, which includes a 
sample valuation. Write to Black- 
man, Kallick & Co., Ltd., Val. Rp., 
180 N. LaSalle St., Chicago, IL 
60601. Cost is $15. 


eH 


Look out: your tax shelter may 
blow up. P.T. Barnum had a 
name—“suckers’”—for certain rath- 
er dupable people, and unfortu- 
nately, slick promoters continue to 
use the rather enticing phrase, 
“tax shelter” to lure the unwary 
taxpayer. 

But tax shelters are not bad per 
se. A deal does not become better 
or worse because it is labeled a tax 
shelter. For years, my advice has 
been firm: A deal with economic 
substance can be substantially en- 
hanced by certain tax benefits; a 
bad deal cannot be helped by what 
amounts to tax gimmickry. 

The Alaska District Director of 
the IRS recently defined an abu- 
sive tax shelter as a “transaction 
one enters into that places its pri- 
mary emphasis on the immediate 
tax savings derived rather than on 
the economic profit to be derived 
from the investment.” He subse- 
quently went on to offer some 
guidelines to assist tax profession- 
als who are advising clients on tax 
shelters. These ideas not only 
seem to focus the IRS’s position re- 
garding how to successfully blow 
up a tax shelter scheme, but 
should save you hard-earned dol- 
lars. How? By keeping your money 
out of tax shelter deals with the 
following characterisitics: 

1. The tax shelter is not engaged 
in an actual trade or business, and 
the transaction does not have eco- 
nomic substance. 

2. The transaction does not have 
a profit motive. 

3. The transaction is only on pa- 
per, and does not take place in 
reality. 

Before deciding to enter into a 
“shelter,” ask yourself these ques- 
tions: 

1. Would a prudent person make 


this investment without seeing it? 
To be prudent, your interest 
should be more of a long-term in- 
vestment than one that just saves 
tax dollars. 

2. If a note is involved, would a 
bank lend the amount of the note 
using the same property or collat- 
eral? 

3. Are you looking to the invest- 
ment to get your money back, plus 
a profit, or only to the tax savings? 

4. What do you have to show for 
your investment besides a tax ben- 
efit? 


Be forewarned. In the real 
world, the IRS is attacking abu- 
sive tax shelter schemes of all 
kinds—both the old and the new 
(as soon as they are concocted by 
the promoters). If you or your pro- 
fessional has any doubt as to the 
tax consequences of a particular 
transaction, you should insist on 
seeing a copy of a private letter 
ruling (from the IRS) okaying the 
deal. 

tote 


You can record IRS audit 
meetings. Sooner or later, the IRS 
audits almost every successful busi- 
ness; it may one day want to audit 
yours, or your personal tax return, 
or, as is often the case, both. 

Now, as a taxpayer—whether as 
a corporation or as an individual 
—you have a new right. You can 
record your audit meetings with 
the IRS agent. 


According to the IRS Agents’ 
Manual, requests by taxpayers or 
their representatives to record 
audit proceedings with IRS per- 
sonnel will be honored. However, 
such requests will be subject to the 
following: 


a. Approval of the agent’s group 
manager must be secured prior to 
the recording; 

b. The taxpayer or representa- 
tive must furnish his or her own 
recording equipment; 

c. The IRS is allowed to produce 
its own recording; and 

d. The recording must take place 
in a suitable location, ordinarily 
an IRS office. 


No doubt, the IRS will also allow 
recordings at your place of busi- 
ness or at your representative’s of- 
fice. If you think a recording is a 


good idea, refer to IR Manual 
4241.4 (11/26/80) for the authority 
for this new taxpayer’s right. 
And good luck on your audit. 
tek 


Why A Qualified Retirement 
Plan Puts Dollars In The Own- 
er’s Pocket. One of the most com- 
mon tax questions asked is, “How 
do the employee/owners of a close- 
ly-held corporation benefit from a 
qualified retirement plan?” More 
simply, a profit-sharing or pension 
plan. 

Let’s answer the question in 
terms of “results,” rather than 
“how to do it.” You are successful. 
You know the three basic ways of 
getting money out of your closely 
held corporation: (1) more compen- 
sation: (2) paid dividends; or (3) 
both. 

Let’s follow $10,000 through the 
tax gristmill: First, as additional 
compensation. (Remember: if the 
IRS holds the $10,000 to be un- 
reasonable compensation, it will 
be taxed as a dividend.) For sim- 
plicity, we will assume both you 
and the corporation are in a 50 per- 
cent tax bracket. After taxes, the 
corporation is out-of-pocket $5,000 
($10,000 in compensation less 
$5,000 in tax savings); you are in- 
pocket $5,000. 

Now let’s look at the five-step- 
after-tax results of a dividend. The 
corporation (1) must earn $10,000; 
(2) it then pays a $5,000 tax; (3) it 
declares a $5,000 dividend to you; 
(4) you pay $2,500 in tax; (5) and 
you wind up with $2,500. Oh, yes: 
the corporation winds up with 
zero. Horrors! Simply put, divi- 
dends are subject to “double taxa- 
tion.” 

Finally, let’s have the corpora- 
tion contribute the $10,000 to a 
qualified plan for your benefit. 
The corporation deducts the 
$10,000. The trustee of the plan re- 
ceives the entire $10,000 and will 
invest it for your benefit. You have 
no current tax to pay on the trans- 
action. 

In summary, the corporation 
winds up in the identical position 
tax-wise with a qualified plan con- 
tribution as with additional com- 
pensation. You, however, have 
twice ($10,000 instead of $5,000) 
as much working for you tax-free 
(the earnings of a qualified trust 
are tax free). In effect, you can 
build your own tax shelter. Do it. 

fE 
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SERVICE QUALITY from page 11 


to the team system, but the effort 
failed because “we were just 
un-teamable at that time,” McMa- 
hon said. 

The experience, however, 
taught the dealership some les- 
sons that helped pave the way for a 
more successful shift to the team 
system that began in 1978 and is 
still in the process of being com- 
pleted. 

“We found the first step in pre- 
paring for reorganization is, you 
must decide if a reorganization is 
actually for you,” McMahon said. 
“If it is, then you have to get ready 
for it. Do you want to go at it im- 
mediately? Or do you have to im- 
prove in certain areas in order to 
get ready for the big change?” 

At McMahon-Musson, there 
were some preliminary changes 
that had to be made. One was to 
shift the service department’s 
focus to hours produced rather 
than dollars produced. This shift 
in compensation plans resulted in 
a complete turnover of shop per- 
sonnel as older, less flexible 
mechanics bailed out, and young- 
er technicians were hired. 

“Changing from dollars to hours 


“The dealership 
is the factory’s 
last line of 
defense where 
quality is con- 
cerned.” 


is really rather fundamental to 
success if you’re going to convert 
over to a pay system like the team 
concept,” McMahon explained. 

Another preliminary decision 
that must be made before plung- 
ing into a reorganization, McMa- 
hon said, involves determining ex- 
actly what it is you hope to accom- 
plish in the move. 

“I think it’s important to define 
your objectives,” he said. “Our 
principal objective was to create a 
much higher level of customer 
satisfaction with our service. We 
wanted a level high enough to 
stand head and shoulders above 
our competition, and high enough 


to return to our sales department 
an increasing number of highly 
satisfied customers who would 
consider our dealership the best 
place to buy new and used vehicles 
because of our preeminent service 
reputation. But we wanted to 
accomplish that objective and still 
see an acceptable return on our 
reorganization investment. We 
also had the objective of reaching a 
100 percent absorption rate.” 

Other objectives were: reaching 
an average departmental profit 
mark of $6,000 a month; increas- 
ing productivity to around 120 
percent; cutting turnaround time 
for a service job down to one day 
whenever possible; and increasing 
the level of training in the depart- 
ment to the point where all A and 
B technicians would be certified 
NIASE general mechanics. 

After defining the objectives ofa 
reorganization, McMahon said the 
next major decision a dealer must 
make involves determining 
whether he should hire an outside 
consultant or try to do the job him- 
self. McMahon recommended hir- 
ing a consultant because of the 
complexities involved. 

Even with a consultant, though, 
McMahon stressed that dealer in- 
volvement is vital to the success of 
a total reorganization. He said he 
figures the dealer or some equally 
responsible dealership official 
must devote from one-third to one- 
half of all his time to the conver- 
sion for a period of about four 
months to insure proper comple- 
tion of the project. If the dealer 
doesn’t want to put forth this kind 
of intense effort, the odds of failing 
will be against him, he cautioned. 

“Service reorganization team 
people don’t tell you what their 
failure rate is,” McMahon said, 
“but it’s extremely high. It’s more 
than 50 percent, to the best of my 
knowledge. So we’re talking about 
spending a lot of money, with the 
potential of success being only 
about 50 percent. But that’s only if 
you go about it in just an average 
kind of way, without the intense 
dealer involvement that the effort 
demands.” 

Speaking of money, what does 
such a reorganization cost? McMa- 
hon said for a dealership of his size 
(planning potential of 820 new 
cars and an average annual retail 
service business—including both 
mechanical and body shop—of 
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about $1.5 million), the cost will 
run between $20,000 and $40,000. 

“When it comes to cost,” McMa- 
hon said emphatically, “if a dealer 
isn’t willing to go all the way, he 
shouldn’t even start!” 

In the quality control area of 

McMahon-Musson’s__reorganiza- 
tion, the dealership certainly did 
go all the way. The dealership 
hired a “very expensive” shop fore- 
man to administer the QC pro- 
gram and fill some other impor- 
tant department shoes. 

“Our consultants think that this 
quality control approach we’re us- 
ing is an expense we can’t afford,” 
chided McMahon. He then re- 
peated a phrase he used often 
when referring to his QC special- 
ist—“He’s a very expensive man.” 

What does this very expensive 
man do to earn his wages? McMa- 
hon described his duties this way: 
“He’s our shop foreman, diagnosti- 
cian, quality control inspector and 
ateacher. . . . He road checks ey- 
ery new vehicle that arrives here, 
and he also does quality control 
inspections on customer work, but 
that’s on a more selective basis. It 
depends on which jobs the service 
advisors want him to check. Of 
course, he checks all come-backs, 
and then there are selective types 
of work where engine performance 
or driveability is involved. This 
man is a full-time NIASE general 
mechanic, and a very experienced 
technician and diagnostician.” 

Has the expense and effort in- 
volved in the reorganization been 
worth it all, especially where qual- 
ity control is concerned? McMa- 
hon said he had no concrete statis- 
tics to prove that increased profits 
were the direct result of the en- 
deavor, nor could he show a large 
increase in customer sales stem- 
ming from the change, but he said 
he would never want to go back to 
the way things were before the 
conversion was started. 

“All I can say,” McMahon 
smiled, “is that the sales end of our 
business—from the general sales 
manager on down—is delighted 
with what we’ve done.” 

Another dealership that em- 
ploys a service department team 
system similar to that used at 
McMahon-Musson, while it uti- 
lizes a much different quality con- 
trol approach, is Stohlman Datsun 
in Alexandria, Va. We talked to 
Stohlman’s quality control man- 


WHERE 
= YOU 
WITHOUT 
YOUR CAR? 


The average family puts 
10,000 miles on its car every year. 
Yet, most people never stop to 
think just how far their cars take 
them. 


Take this car, for instance. In 
just the past year, it's afforded its 
owner: 

~ three trips to the doctor 

— atrip to the zoo 

— a Thanksgiving with 
grandparents 

— a Labor Day weekend with a 
favorite aunt 

- 104 runs to the grocery store 

— an affordable vacation with 
the kids 

— 22 movies across town 

— 250 commutes from home to 
work 

- night class sessions 

— saxophone lessons 

~ 24 trips to the library 

— a Fourth of July at the shore 

— acamping trip to the 
mountains 

— 144 local business calls 

~ four football games 

— three PTA meetings 

— amemorable night at the 
symphony 

— 27 visits to see a best friend 

— one midnight trip to the 
maternity ward 

— achoice of stores 

— and the chance to get away 
from it all. 


Now if that isn't a freedom 
machine, what is? 

Next time you take your car 
for granted, remember the qual- 
ity of life it's given you. 


THE CAR IS YOUR FREEDOM MACHINE 


A\ The Automobility Foundation 
8400 Westpark Drive, McLean, Virginia 22102 


ager, Craig Greenlaw, for his 
views on how the program he 
helped design and now oversees is 
working out. 

“I think our system is working 


“The sales end of 


our business 
is delighted 


with what 
we've done.” 


beautifully,” Greenlaw told us 
with obvious pleasure. “When I 
first came here, we were charting 
customer satisfaction in the ser- 
vice department at about 60 per- 
cent. During the first four or five 
months—even though I was 
stumbling around trying to 
smooth out the program—our 
satisfaction rate rose to around 75 
percent. Now it’s higher than we 
ever expected it could be—92.8 
percent—and we're trying our 
best to keep it in the 90 percent 
bracket.” 

How did the Stohlman Datsun 
QC program evolve, and why did 
dealership officials feel it was 
necessary in the first place? 
Greenlaw explained that when 
the service department first 
shifted over to the team concept 
several years ago, certain “grow- 
ing pains” involved in the conver- 
sion resulted in increased come- 
backs, incomplete work and just 
general customer dissatisfaction. 

“They had been kicking a quali- 
ty control program around for 
some time before the team system 
came in, and I initially was doing a 
little bit of QC work, but not on a 
full-time basis,” Greenlaw said. 
“When we put in the new system, 
it increased the need for a full- 
time quality control manager.” 

Although the advent of the team 
system had a lot to do with Stohl- 
man Datsun deciding to adopt a 
firm quality control program, 
Greenlaw said it’s his opinion that 
his position in the dealership 
would be an asset to any shop no 
matter what system it is on. 

Unlike QC inspectors at some 
other dealerships, Greenlaw said 


he is spending almost as much 
time dealing directly with the 
public as he is checking techni- 
cians’ work. 

“When I first took over this 
position full-time, my job was to 
check the work that was done,” he 
said, “but in checking out the 
jobs, I soon found there was often 
a communications breakdown 
somewhere between the customer 
and the mechanic. We didn’t al- 
ways understand what the cus- 


tomer was talking about when he 
brought his car in and tried to ex- 
plain his difficulties to the service 
writer. That’s when I realized | 
was going to have to go a little 

her in some cases to make sure 
a job was done to the customer’s 
satisfaction.” 


To bridge this communications 
gap, Greenlaw said he began hav- 
ing more and more direct contact 
with customers, until his job of 
quality control manager now boils 
down to about 50 percent working 
with the shop’s technicians and 50 
percent working with customers. 


“To fix a person’s car the way he 
expects it to be fixed, we simply 
have to know what he thinks is 
wrong with it,” said Greenlaw. 
“And sometimes, that means I 
have to get on the phone and talk 
to a customer. On occasion, | 
might even have to ask the owner 
to come back to the shop andtakea 
drive with me to pinpoint the per- 


- ceived problem.” 


With the Stohlman Datsun ser- 
vice department running any- 
where from 78 to 83 cars through 
the shop on any given day, it’s ob- 
vious Greenlaw has to be selective 
in determining what work should 
be checked. 


“I’m only one person, and I can 
only check about 30 cars a day,” he 
said. “The key to making our qual- 
ity control system successful is my 
ability to pick the jobs that will 
most likely warrant a double- 
check on the work. The team sys- 
tem here makes it easier for me to 
do this. 

“We have five teams here, and 
early each morning I stop by our 
team leaders’ offices to look over 
the scheduled day’s work. The first 
jobs I want to find out about are all 
the come-backs. I’ll want to check 
those for sure. 

“Next, I study each team’s route 
sheet and read the notes recorded 


16 AUTOMOTIVE EXECUTIVE, JUNE, 1981 


about all the jobs. What I really 
look for are the potential ‘problem 
children’—the cars with things 
listed such as clutch chatter, en- 
gine runs rough, or other things 
like that. I indicate to the teams 
all the ROs I will want to see when 
the jobs are done, and the techs 
bring the indicated cars to me aS 
they finish them throughout the 
day. If I find a problem, the car im- 
mediately goes back to the team 
that worked on it for further atten- 
tion.” 

Does Greenlaw encounter any 
resistance from technicians who 
blanch at the prospect of having 
their work checked for discrepan- 
cies? He admitted there were some 
very negative feelings when the 
position was first installed. 


“What I did to turn these nega- 
tive feelings around,” he ex- 
plained, “was to sit down with all 
our A leaders and impress on them 
that my job was actually to assist 
the technicians, and help them 
Save time and, ultimately, to 
make them more money. | tol 
them that it should be clear that 
fixing come-backs over and over 
was just wasting time that could 
be devoted to more profitable 
work. After working with the 
teams for a while, they began to 
see what I was talking about. Now 
there is virtually no problem of 
this sort at all.” 

We asked Greenlaw if the Stohl- 
man Datsun quality control pro- 
gram could be translated directly 
into back shop profitability, 4 
corollary over which many dealers 
have expressed doubt. i 

“Yes. There is a relationship, 
he answered without hesitation, 
“because of our market area (the 
greater metropolitan Washing- 
ton, DC area). This is a very busy 
area, and the competition here is 
very stiff. The dealership that 
fixes cars right the first time, does 
it in a reasonable amount of time, 
and returns it to the customer in 
clean condition is going to have 
people coming in to have work 
done. I guess all dealers have re- 
peat customers, but it seems to me 
that we have more than most deal- 
erships. We even have some cus- 
tomers come in and request a spe- 
cific team to work on their car. To 
me, that indicates customer 
satisfaction, and proves that our 
quality control system is work- 
ing.” 


“We figure it costs nothing 
to order factory Cruise Control on our 
lease and rental cars and trucks.” 


J. Roger Williams, President. Jack Williams Chevrolet. Fort Worth, Texas 


“When we compare our cost to 

the added resale value of Cruise Control, 

we find that it pays for itself,’ Roger 

Williams points out. “In fact, this popular 

option is a profitable one for us.” 

As a Chevrolet dealer who includes 

factory Cruise Control on 85 percent of 
his stock orders, Williams also 
states, “Customers who travel 
any distance at all want Cruise 


Control for comfort and the ease with 
which it automatically holds their cars and 
trucks to lower, gas-saving speeds.” 

AC factory-installed Cruise Control 
features the “resume” position for 1981 and 
is specifically engineered for the GM cars 
and trucks it is ordered an. Specify K-35 on 

your full-size, intermediate and 

[=] compact models. Set the pace for 

1981 in profitable option sales! 


AC Spark Plug Division, General Motors Corporation 
1300 North Dort Highway, Flint, Michigan 48556 


An Answer 


Joe Girard 


To the Low Appraisal Problem 


he following letter, which 

I’ve been holding for more 

than a month in order to 
come up with the best answer I 
know, deals with a very sensitive 
issue, one which controversial 
though it is, should definitely not 
be ignored. 

Dear Joe: I've been selling cars 
for over six years, but I need to 
know: What do you do when your 
customers tell you, “You know, 
you're a hell of a salesman, you’re 
honest, and I like the way you han- 
dle yourself, but that manager of 
yours, and his idea of a trade-in 
deal, are nuts”? 

It happens to me time after time 
and, more than a few times, a cus- 
tomer has come in a few days later 
with a new car and shown me 
where he got $800, $900 or even 
$1,000 more in allowance for his 
car than we offered him. My ques- 
tion: Just how much can you sell 
yourself? 

Larry R., Auburn, N.Y. 

Good question. Let me cover a 
few points. First of all, I want to 
tell Larry and all the other new car 
salespeople in the same spot that it 
is possible to do a great job of sell- 
ing yourself in this situation, but 
it does take great tact and diplo- 
macy. 

It’s a situation dealers and deal- 
ership principals should take a 
look at, and, in studying it, I hope 


they will take the time to read be- 
tween the lines. 

The problem, basically, is one of 
low appraisals. 

If dealers only realized how 
much business they are losing ev- 
ery day while they are roosting in 
their ivory towers, they would be 
astounded. The number of sales 
lost is out-and-out incredible, so I 
hope all the salespeople, dealers, 
new car managers, used car man- 
agers and general managers read- 
ing this will really give a listen to 
what I have to say. 


When I first got into selling cars 
years ago, my customers often told 
me the same thing they’re telling 
Larry in Auburn, N.Y, 


But I came to pride myself on be- 
ing the greatest call-back sales- 
man in the world. When a custo- 
mer left my showroom because he 
didn’t like the appraisal he got on 
his trade, or because he got a 
higher one someplace else, I never 
let it go at that. I’d call the next 
day. I was persistent. I’d never 
take no for an answer, because I al- 
ways believed that “no” meant 
and “maybe” meant 


When I first started selling, 
though, I’d most often get the an- 
swer, “I can get more money on my 
trade from someone else. What 


your manager is telling me is un- 
real.” 

I'd meditate about this at night. 
“There’s got to be a way to get the 
business,” I told myself. So, I start- 
ed doing some research of my own. 
Larry and other salespeople can do 
the same. 

When I got an appraisal from 
our used car manager and I didn’t 
like it, I decided to do something 
about it. What I did was, I checked 
to see what was going on. 

I knew my dealer gave his used 
car manager a salary, plus a bonus 
at the end of the month based on 
profits in the used car operation. 
Now, in some dealerships, that 
kind of an arrangement might 
cause the used car manager to bea 
bit single-minded in his approach 
to a deal. Take, for example, a 
trade taken in that will wholesale 
at $4,000. Some used car manag- 
ers, I discovered, would try to get it 
for $3,000. That figure—$3,000 
—would be their appraisal. Now, I 
discovered that only a few used car 
managers would try something 
like that, but when it does happen, 
why should everybody else be 
penalized? 

A used car manager, giving that 
kind of low appraisal, doesn’t real- 
ize the sales that are lost on the 
new car floor. He may give 20 ap- 
praisals a day, all low, and while 
two may go through and result in 


(Continued on page 46) 
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These columns appear exclusively in automotive executive 
Questions and comments should be addressed to Joe Girard, 


P.O. Box 358, East Detroit, MI 48021. 


and are prepared by Joe Girard, named the World’s Greatest Salesman 12 times by the Guinness Book of World Records. 
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MONEY 


SENSE 


Commodity-Backed Bonds: 
Bonds With An Inflation Hedge Sweetener 


old and silver have been 

popular inflation hedge 

investments for some 
time. Now investors seeking pro- 
tection against potentially spiral- 
ing inflation have a new vehicle at 
their disposal: the commodity- 
backed bond. 

A commodity-backed bond is 
simply a bond with its face value 
(and sometimes its interest pay- 
ments) indexed to the price of 
silver, gold, oil or other resource 
that has the potential to rise faster 
than the cost of living. It is one of 
Wall Street’s latest innovations 
designed to attract investors to the 
bond market. 

So far, only a few commodity- 
backed bond offerings have been 
made, mostly in the international 
markets. The Mexican govern- 
ment has issued “petrobonds” with 
the principal value linked to the 
price of Mexican oil, and the 
French government has issued 
bonds with a face value tied to the 
price of gold. 

The U.S. government currently 
is considering whether to offer 
Treasury-backed “oil bonds,” to fi- 
nance oil purchases for the govern- 
ment’s planned strategic petrole- 
um reserve. The value of these 
bonds might be pegged to the price 
of the oil the government buys. 


Mining Company Makes Offer 


Last year, Sunshine Mining Co. 
issued two silver-backed bond of- 
ferings. At maturity, the bonds are 
exchangeable for either their 
$1,000 face value or the market 
value of 50 ounces of silver, which- 
ever is greater. 


The Sunshine Mining bonds do 


pay interest income which an out- 
right investment in silver would 
not. However, in return for the 
chance to participate in possible 
gains in the price of the precious 
metal, investors accepted a low in- 
terest rate of 8.5 percent on both 
Sunshine Mining issues. The risk 
with these bonds, of course, is that 
silver might not appreciate suffi- 
ciently over the 15-year life of the 
bonds. 


“The government 
is considering 
whether to offer 
Treasury-backed 
‘oil bonds’ to 
finance purchases 
for the petroleum 
reserve.” 


Some Wall Street underwriters 
believe that commodity-backed 
bonds, with their values tied to 
real assets rather than dollars, are 
likely to become more popular in 
the future with both issuers and 
buyers. They say the concept could 
be extended into other areas 
beyond gold, silver and oil. For in- 
stance, bond principal could be in- 
dexed to the cost of a kilowatt hour 
of electricity or to the price of 
lumber. 


The Appeal of Commodity-Backed 
Bonds 


The idea of commodity-backed 
bonds has appeal for certain is- 
suers, since the interest paid on 
these bonds is so low relative to 
prevailing market rates. Inves- 


tors, additionally, have become in- 
creasingly reluctant to purchase 
long-term bonds even at record 
high yields because of concern 
that, if inflation heats up, their at- 
tractive interest rate today may 
not be so attractive in the future. 

Typically, when inflation and 
interest rates rise, prices on out- 
standing bonds drop. The reason: 
An outstanding bond paying, for 
instance, 10 percent a year is 
worth less if new bond issues of the 
same quality and maturity are of- 
fering greater returns. 


The higher interest rates rise, 
the further existing bond prices 
drop, and investors are stuck with 
paper losses. In the increasingly 
volatile bond markets of recent 
years, many investors have suf- 
fered significant losses. Though 
the old bonds they hold will still be 
redeemable at full face value at 
maturity, the purchasing power of 
that face value could decline sub- 
stantially by then if the inflation- 
ary spiral continues. 


Commodity-backed bonds offer 
some protection against potential 
erosion, because if inflation starts 
to climb, so should the value of the 
assets underlying these bonds. 


A Tax Advantage 


One final note: These bonds also 
offer investors another attraction. 
Providing you hold the bond for 
more than one year, any price in- 
crease in the underlying commodi- 
ty, resulting in a capital gain for 
you at maturity, would be taxed as 
a long-term capital gain. The max- 
imum tax on long-term capital 
gains is only 28 percent. fE 
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How do you fit 
yesterday's big-car buyers 
into today’s small cars? 


Withadjusiable Wee 
TiltWheel! It's the «aq 

onelowpriced We 
comfort and 
convenience option 
that lets former big-car 
buyers feel rightathomeinaGM — eltadjusts to different size drivers— 


small car. Some other with six different positions. 
advantages... | eIt tilts up for easy, smaill-car entry 
e TiltWheel is low-priced. Just and exit. 

$88.00 MSRP on a 1981 GM car. elt's adjustable while driving—for 


eIt adds value. Up to$76.000nan —_long-trip comfort 
‘80 X-car (latest Iked Book, Kelley ¢ Users like it and re-order it—on 
Blue Book or N.A.D. . ames car affer car 


elt's easy to The smaller the car the more 
demonstrate. practical TiltWheel is. So order 
eIt'sa selling smart—with low-priced TiltWheel 
edge over imports on all your new “Ts’ and “Xs’ 

and domestics 

thatt don't oe Tilt the odds 
TiltWheel 

Steering. in your or! 


saginaw Steering Gear Division 
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THE 
SERVICE | #4) DEPARTMENT 


Douglas Eickhoff 


Make An Investment 


O ne of the keys to a good 
Service department is a 
good number of well-trained me- 
chanics, mechanics that have been 
upgraded to technicians. In recent 
years, the auto industry has shift- 
ed from yearly extensive body 
style changes to minor facelifts. 
Major technical innovations are 
now dominating the new car 
changeover. Government controls, 
CAFE mandates, and consumer 


demands are ruling the automak- 
er. Many mechanical functions 
have been replaced by electronics, 
and engines check themselves and 
adjust themselves. 


For years, it was relatively sim- 
ple to repair an automobile. When 
a part was broken and ceased to 
function properly, a mechanic 
simply (in most cases) either re- 
paired the part or replaced it with 
a new one. We all remember those 
days. If a car had to be towed in, 
and the engine had stalled and 
could no longer be started, the ba- 
sics were checked: air—fuel— 
spark. The mechanic removed the 
air cleaner—that took care of the 
air. By pumping the throttle, you 
knew if you had fuel, and by re- 
moving a spark plug connector and 
cranking the engine, any mechan- 
ically inclined person could find 
out if your engine had spark. Well, 
you could simply work it back from 
there. 

But that was yesterday, and 
those days are gone forever. To- 
day, sensors are doing the “think- 
ing” for us. They “talk” to a “brain 
box,” and the brain box figures out 
what to do. It tells the driver of the 


car, via an engine check light on 
the dash, that it has received a sig- 
nal that is not normal. The compu- 
ter is also capable—at times—of 
overriding the bad sensor, and the 
engine will act as though nothing 
has happened. 

Sensors have no moving parts 
that a mechanic can check to see if 
they are good or bad—sensors 
have “values” that must be tested 
with special instruments. Compu- 
ters are also tested with special 
testers, and those testers in turn 
must be checked with other tes- 
ters. 

Needless to say, things have got- 
ten more and more complicated. 
Diagnosis has become a major part 
of “repair” work, and the “system” 
is failing. Our technicians do not 
have the training necessary to re- 
pair cars properly the first time. 
Most automakers do not like 
to—or just plain don’t—pay for di- 
agnostic time. Our customers do 
not like to pay for diagnostic time. 
Our dealers do not like to—or just 
plain don’t—pay a mechanic for di- 
agnostic time. Why not? Why is it 
only in the auto industry that a 
mechanic is looked upon as an in- 
competent technician? Why? 

Has management in the dealer- 
ships, along with factory warranty 
“guidelines” and policies created 
this monster? Has the system pre- 
vented the technician from mak- 
ing an “honest” living—the sys- 
tem that only pays for replacing 
parts? 

Other industries comparable to 
ours do not work this way! 

First-class training and first- 
class compensation are the way to 


go. In my view, it’s the only way, 
though I don’t know which of the 
two should go before the other. As 
dealers and dealer organizations, 
we must demand that training be 
made available with respect to 
new products, technical changes 
and diagnostic procedures. And, 
here is the key: we must have this 
training prior to the product going 
on the market. Of course, we can- 
not send every mechanic to the fac- 
tory for training prior to a product 
being introduced, but we can send 
one or two. We also must pay the 
technician to go for this training. 

This is an investment that must 
be made. Product training has be- 
come a must! Recent pending law- 
suits are an outcry from consu- 
mers to repair their cars. “Repair 
it or replace it!” Is that the way itis 
going to be? What are we going to 
do with the cars that we replace? 
Make planter boxes out of them? 
Sell the cars to the next guy and 
good luck? We are no longer deal- 
ing with cars costing $2000 or 
$3000. We are talking about cars 
that require a small “mortgage” to 
buy. So the investment must be 
protected. 

An answer must be found, but 
we do not have to invent one. 
Could we—maybe—copy the air- 
line industry when it comes to 
quality, reliability, maintenance 
and repair? 

Could we—maybe—copy the 
airline industry when it comes to 
training, diagnosis and compensa- 
tion? 

Could we—maybe—just copy 
some industry without having to 
invent a new system? & 


ee 


This column is prepared exclusively for automotive executive by Douglas Eickhoff, General Manager, Knauz Con 
should be addressed to: Douglas Eickhoff, Knauz Continental Cars, 1044 N, Western Ave., Lake Forest, IL 60045. 
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Are te getting your share of 


the mi 


lions of complete radiators 


sold in the aftermarket? 


DIRECT-SHIP PROGRAM 


SATISFACTION. EXPLORE THIS PROFIT POTENTIAL IN YOUR AREA! 


HERE’S AN IMMEDIATE PROFIT OPPORTUNITY FOR YOU! 


*INCLUDES: 


¢ STANDARD 
e LIGHT-WEIGHT COPPER/BRASS 
e NEW ALUMINUM/PLASTIC 


HARRISON RADIATOR-GRAM 


TO ALL GM DEALERS, THEIR GENERAL MANAGERS AND SERVICE AND PARTS MANAGERS: 


NOW YOU CAN ORDER COMPLETE NEW RADIATOR ASSEMBLIES, VIA DIRECT DELIVERY 
TO YOUR DEALERSHIP, AT A PRICE THAT GIVES YOU THE OPPORTUNITY TO SELL TO 
RADIATOR REPAIR SHOPS, BODY SHOPS AND INDEPENDENTS. THIS NEW PROGRAM 
COVERS 49 HIGH-VOLUME SERVICE RADIATORS* WHICH REPRESENT APPROXIMATELY 
70% OF POTENTIAL GM RADIATOR SALES FOR PASSENGER CARS AND LIGHT AND 
MEDIUM-DUTY TRUCKS. ORDERS WILL BE PROMPTLY SHIPPED PREPAID FROM HARRISON 
RADIATOR DIVISION, LOCKPORT, N.Y. VIA NORMAL SURFACE TRANSPORTATION. THIS 
PROGRAM PROVIDES ATTRACTIVE PRICES AND INCREASED AVAILABILITY OF QUALITY 
HARRISON RADIATORS THAT SHOULD INCREASE DEALER PROFITS AND CUSTOMER 


7 ee Si is slice saa A TEM OL OS CORLL FRE OM 


DEALERSHIP CAN EASILY BECOME THE SOURCE OF COMPLETE RADIATORS FOR LOCAL 
RADIATOR REPAIR SHOPS. TAKE ADVANTAGE OF THIS NEW PROGRAM AND CAPTURE A 
LARGER SHARE OF THE “COMPLETES” BEING SOLD IN THE RADIATOR AFTERMARKET! 
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NEW DISCOUNT POLICY 


YOUR 


HARRISON 


| 


HARRISON RADIATOR DIVISION 
GENERAL MOTORS CORPORATION 
LOCKPORT, NEW YORK 14094 


by Nat Shulman 


[sr oppress America, there is 
an oppressed minority com- 
prised of the sons and 
daughters of bosses, the heir ap- 
parents to the chief executive posi- 
tions in the nation’s family busi- 
nesses. Some of the heirs are 
thrilled at the prospect of lead- 
ership, while others are filled with 
anxiety and insecurity. Oppor- 
tunity motivates a large number, 
and some, were it not for what 
they see as an obligation to the 
family, would rather be some- 
where else. Many others are unde- 
cided. 


There are several reasons why 
the father-son and the father- 
daughter relationship in a family 
business can be difficult. One of 
the most common is the lack of a 
healthy environment where the 
offspring can grow and gain the 
confidence to cope with the nega- 
tive influences existing in the 
father’s business. Resentment on 
the part of long-term employees to 
the programmed §successorship 
creates an atmosphere of tension 
each time an attempt at authority 
manifests itself. The teaching pro- 
cess is limited, restricted, to a mat- 
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DEALER. 


CANDIDATE 
ACADEMY 


ter of chance. If the family busi- 
ness is in touch with modern 
methods, then the would-be suc- 
cessor is lucky. But if it’s steeped 
in the “that’s the way we’ve done it 
for years” syndrome, then the 
educational opportunity is lost. 
Several years ago, a group of 
concerned NADA directors and 
staff conducted research to deter- 
mine the need for some form of 
attention to the problems of suc- 
cessorship. NADA members were 
surveyed, and the result was a 
positive, and very enthusiastic re- 
sponse. Workshops and seminars 


were held, involving dealers and 
their potential successors. In a 
particular workshop, fathers and 
sons were separated into two 
groups, and the groups were put in 
different rooms. None of the re- 
lated parties were part of the same 
group, and that situation permit- 
ted complete candor among the 
participants. 

The similarity of everyone’s 
problems was incredible. Fathers 
spoke about the lack of dedication 
and commitment of their heirs. 
They spoke of the unwillingness of 
their sons to work the hours they 
themselves had during the growth 
of the business. They did not 
approve of what they saw as the 
“play as you grow” attitude, be- 
cause that was not their way of 


attaining success in the world of 


retail auto dealers. “One must 
reach the plateau of success,” the 
consensus seemed to be, “before 
beginning to enjoy its fruits—” 
heart attacks, peptic ulcers, and 
hypertension notwithstanding. 
The dealer sons at the seminar, 
on the other hand, had a different 
perspective on the situation. Pri- 
marily, they felt uncomfortable 
with the way their role as a mem- 
ber of their family differed and 
conflicted with their role as an em- 
ployee of the dealership. The in- 
bred love, respect, and fear of the 
patriarch interfered with con- 
structive criticism, and growth on 
the job. They felt suffocated, un- 
appreciated, stagnant, sup- 
pressed, threatened, insecure, 
underpaid, and frustrated. 


What was clear was, there was a 
definite lack of a means of trans- 
ferring the experience of today’s 
dealers to the dealer principals of 
the future. Institutions such as 
Northwood, GMI, and the Dealer’s 
Sons School were available, but 
none provided on-site training so 
that father and son could share the 
growth process. 

The NADA Dealer Successor 
Academy was born in 1978 as an 
answer to that need, with 20 deal- 
er aspirants in its pilot program. 
The program works because it is 
not a review course or an introduc- 
tion to the basics. It is an intensive 
12-month commitment to profes- 
sional training, as the Academy 
brochure puts it, designed to equip 
would-be successors of NADA- 
member dealers with the skills 
that will enable them to be 


selected as dealers, first of all, and 
then operate a facility successful- 
ly. In order for a candidate to be 
accepted into the program, the 
sponsoring dealer must agree to 
provide the work experience 
opportunity, and he must provide 
adequate supervision of that work 
experience as prescribed by the 
Academy. 

The instruction is broken down 
into six basic areas: Service & 
Body Shop; Parts; Used Vehicle 
Operations; New Vehicle Opera- 
tions (including fleet, lease and 
rental, and F&I); Business Man- 
agement (including manual and 
automated accounting); and Deal- 
er Management Skills. In study- 
ing “Service & Body Shop Opera- 
tions,” for instance, students dis- 
cuss and learn about department- 
al profit centering, labor profit- 
ability and mechanic compensa- 
tion, shop organization, certifica- 
tion, warranty administration, 
personnel productivity, and state- 
ment analysis. They listen to var- 
ious guest lecturers with years of 
experience in the subject, and they 
take part in videotaped exercises 
which they have a chance to re- 


view and critique. 

One, and in some cases, two 
weeks of classroom work is de- 
voted to each of the six subjects, 
and after each block of work, the 
student is sent back to the deal- 
ership for structured work experi- 
ence in the subject covered. This 
phase is monitored by not only the 
dealer, but also (via occasional 
visits, phone contact, etcetera) by 
an NADA administrator. 

Probably more important, 
though, in the final analysis, is the 
involvement of the dealership de- 
partment managers in the train- 
ing. This is an aspect that sepa- 
rates the Dealer Academy from all 
other training programs in the in- 
dustry. 

It is not uncommon for deal- 
ership department heads to feel 
threatened, and to resent the in- 
trusion, when one of the boss’s 
family comes into the business. 
But by involving the department 
head in the training process, that 
manager assumes a stake in the 
newcomer’s ultimate success. A 
relationship of trust and sharing 
tends to develop between the two, 
and that leads, in turn, to a 


CONSIDERING THE 
HIGH PRICE OF 
A NEW CAR, 
MAYBE IT’S TIME TO TELL 
YOUR CUSTOMERS 
THEY DON’T HAVE TO 
BUY ONE. 


No matter how much the cars you want to move cost, leasing 
can be a very attractive option for you and your customers. 
Especially when you work with us. Baldwin-United Leasing. 


Your customers can save money. And they can drive the new 
car they want without making a big down payment, without worrying 
about depreciation, without paying heavy interest charges. 

And you'll get your complete profit up front on every car you lease. 
Plus freedom from administrative expense, insurance liability, and 
collection/repossession problems. Not to mention guaranteed three-hour 


turnaround time for credit approval. 


To find out more about how leasing can be good for your business 
and good for your customers, Call us today. 


East of the Rockies 


1-800-543-0369 


(in Ohio 1-800-582-7397). 


Baldwin-United Leasing 
Automotive Division 
1801 Gilbert Avenue 
Cincinnati, Ohio 45202 
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healthy situation when the suc- 
cessorship is completed. 

On the other hand, when the 
boss’s wife or a son or daughter 
attempts to assume the leadership 
of the organization without first 
trying to develop such a rela- 
tionship, the newcomer’s days are 
generally fraught with adversity 
and resentment at the hands of the 
more experienced and well-versed 
long-term employees and manag- 
ers. 

So far, the Academy has gradu- 
ated three classes, two more are in 
progress, and two others are due to 
begin soon. To date, out of the first 
three groups, nine of the gradu- 
ates have become franchised deal- 
ers, 26 others are listed on succes- 
sor addendums, and the balance 
are general managers of their re- 
spective dealerships. 


The testimonials and endorse- 
ments from sponsoring dealers 
have been enthusiastic and very 
positive. Ralph Anderson of Capi- 
tal Ford-Lincoln-Mercury in Hele- 
na, Montana writes, “As you 
know, my son, Dugan, just 
finished the NADA Dealer 
Academy course. . . . It is a fan- 
tastic program, and if it had been 
offered years ago, both myself and 
this dealership would have been 
even better off than we presently 
are. It is hard for me to believe how 
quickly Dugan has learned things 
that I am _ still trying to 
learn. . . . Your graduation cer- 
tificate states he is capable of run- 
ning a dealership, and I have no 
doubt this is true.... I can 
assure you that Dugan has in- 
stalled into this dealership a num- 
ber of ideas, each of which are re- 
turning the entire cost of his tui- 
tion. . . . It is the best Ford-Lin- 
coln-Mercury investment I have 
made, and I’m expecting a similar 
investment to pay additional divi- 
dends now in the person of another 
son, David.” 

Says Robert W. Holley of Holley 
Chevrolet in Brownwood, Texas, 
“We thought you might like to see 
a copy of the article from our pa- 
per, The Brownwood Bulletin, 
which recently told about our son, 
John, becoming a partner in Hol- 
ley Chevrolet Co. John was a 
graduate of the National Auto- 
mobile Dealer Candidate Acade- 
my,ClassI. . . . Following his re- 
turn home from the Academy, we 
intensified our effort to get his in- 


clusion into the business approved 
by Chevrolet. We feel his atten- 
dance at the Academy was invalu- 
able, and we are indebted to those 
people who guided and encour- 
aged all of the young men during 
their months of work through the 
program. . We are telling 
other dealers how valuable the 
school is, and we hope that many 
more young men and women avail 
themselves of the opportunity of 
participating in the school.” 


Another dealer, Dick Kull of 
Burns Pontiac-Honda in Marlton, 
New Jersey, had some very good 
news during this year’s NADA 
Convention Academy Workshop 
about his son, John. The younger 
Kull, a graduate of Class I, had 
just been appointed a Cadillac- 
Pontiac dealer in Ocean City, N.J., 
and the senior Kull said his son’s 
Academy experience had been 
highly regarded in the selection 
process. 

During the same Convention 
workshop, Will Browning of Dal- 
las, Texas, a member of Class IV, 
shared with the other participants 
in the workshop the poignant 
story of his dad’s untimely death 
and the strong, supportive role the 
Academy was playing in his 
attempt to successfully maintain 
the family dealership. 

This writer, though, really does 
not have to borrow from other 
dealers’ experiences to tell you 
about the NADA Dealer Candi- 
date Academy’s effectiveness. My 
son, Scott, graduated from 
Academy Class I in 1980. 

Scott is the general manager of 
our Chevrolet dealership, owns 25 
percent of the stock, and is named 
on the Successor Addendum. Our 
volume is approximately 1000 
new and 400 used, and we operate 
in a highly competitive metropoli- 
tan market. 

If I attempted to construct a sce- 
nario for the worst time for a 
young man to enter senior man- 
agement in a domestic automobile 
dealership, it would have to be 
during February of 1979. Glutted 
inventories of full-sized cars, soar- 
ing interest rates with the atten- 
dant crippling costs of floorplan- 
ing, too many employees, inde- 
cisiveness on expense controls, 
plus a series of accounting prob- 
lems, were all part of our “Battle of 
79.” But Scott’s input and support 
during his months in the 
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Academy, it turned out, were in- 
valuable. One of the most dra- 
matic incidents, in a long list, was 
Scott’s analysis of Chevrolet late 
shipments, and the subsequent re- 
capture of almost $4,000 in in- 
terest overcharges. This was a 
direct result of an Academy train- 
ing session, and it almost, in that 
one stroke, repaid to the deal- 
ership his $5,000 tuition. 

His work in the service and 
parts department brought many 
other problems to light, resulting 
in their ultimate solution, and the 
exposure to new, proven programs 
and methods, which were un- 
known to this “toiler-in-the-vine- 
yards,” was a true learning experi- 
ence for both of us. 


One of the most gratifying re- 
sults of the Academy training pro- 
cess was the relationship that re- 
sulted between my son and the de- 
partment heads. A kinship was 
established between them after a 
time that far surpassed my own 
relationship with these long-term 
employees. 

As a matter of fact, after that 
bond was established, there were 
many instances when I found my- 
self confronted by one or another 
of my managers, in tandem with 
my son, selling me a profitable, 
new idea. Where, heretofore, some 
of these people would be shy and 
unsure, they seemed to be able to. 
find a wellspring of confidence be- 
hind the support of their new- 
found champion. I invariably 
would recognize the conspiracy, 
put on my power play, and finally 
succumb, resulting in increased 
profits for everyone. 

I wish that many of my contem- 
poraries and I had been given the 
opportunity to train for this busi- 
ness as these young people are 
training today in the Academy. It 
appears to me that many of the 
problems germane to the retail 
automobile business could be re- 
solved with more knowledgeable 
and informed dealers. 

If that sounds plausible to you, 
and if you want your successor to 
be the best dealer he or she can be, 
check out the information card lo- 
cated between pages 28 and 31, 
and call the Academy’s John Clan- 
cey today at 703-821-7216. It will 
be the very best move you can 
make—for you, for your son or 
daughter, and for your dealership. 
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red Frederick Chrysler- 
" Plymouth is a middlin’ sized 

dealership in a middlin’ 
sized town, Laurel, Maryland. In 
at least one way, Laurel is not a 
typical smallish community, lo- 
cated as it is between Washington, 
D.C. and Baltimore, Md., but 
Laurel has retained much of the 
ways of a small town, nonetheless. 

The new shopping mall cannot 
boast of even one of the fashion- 
able “in” department stores. The 
biggest dealer, Academy Ford, 
isn’t even in Laurel but is located 
several miles south. As Fred 
Frederick told AE, he’s made 
practically no changes in his store 
since he opened it, some 22 years 
ago. And the local Lincoln- 
Mercury dealer, though he moved 
from his makeshift establishment 
to open a new and fancy store, soon 
saw an Oldsmobile dealer in- 
stalled in his old place. Laurel is 
that kind of community. 

If you are curious as to exactly 
why AE selected Fred Frederick 
as the subject of an article, let’s 
put it this way: he is a Chrysler 
dealer who is surviving, and he is 
not looking at each new day as 
possibly his last. In fact, Fred is 
completely optimistic about 
Chrysler’s future. It’s true, there 
are many other surviving Chrys- 
ler dealers around, but they do not 
happen to be located in the same 
town in which the AE editorial 
director lives, and they do not ser- 
vice his car. This article was not by 
design, but rather by chance—the 
result of a casual remark by the 
writer to Fred, “How are you doing 
with used cars?” and an interest- 
ing reply that led in quite a differ- 
ent, but interesting, direction. 


by James “Harry” Lawrence 


“We could do better,” Fred told 
us, “but Maryland has a pretty 
tough inspection law, and we 
abide by it. We wholesale many 
cars which dealers in other areas 
would profitably retail, because 
we just can’t put that much money 
in them and ever hope to get it 
back.” (Maryland also has an im- 
plied warranty law.) 

Our conversation then turned to 
service, and that conversation 
turned into an interview, which 
resulted in this article. 

Fred Frederick C-P occupies 
three very separate facilities. The 
showroom and the main service 
department with six work centers 
are in one structure on the west 
side of US 1, another six-bay ser- 
vice facility, with storage space, is 
located diagonally across that 
highway, and the body shop is a 
block or so away and on the other 
side of the railroad tracks, literal- 
ly. 

The buildings are old and were 
not designed for an automobile 
dealership. Nevertheless, they are 
clean and functional, and there is 
also an evident rapport between 
the service department and the 
customer. In the times this writer 
has been there, he has never seen 
the impatience, or even hostility, 
too often prevailing in many deal- 
erships. Fred Frederick’s store 
was, not too long ago, one of the 
dealerships selected by a rather 
well-known metropolitan news- 
paper as a place where the custom- 
er could expect to get a fair shake, 
and that paper is not known for its 
love of the automobile industry. 

Fred’s normal complement of 
fully trained mechanics, or techni- 
cians, is eight, and he will usually 


carry four in various stages of 
training. That is really what this 
article is all about—the four in 
various stages of training. 

The domestic automobile indus- 
try today is laboring under the 
weight of two major problems, and 
they are related. The manufactur- 
ers are, on every side, criticized for 
the lack of quality in the domestic 
car. The allegation is not even de- 
nied: each major manufacturer 
admits to it and states, “We are 
working on it.” 

The other problem—and this is 
closer to home—is the quality of 
automotive service available to 
the car-driving public. True, while 
most dealers admit to this problem 
in the abstract, they tend to point 
the finger at their neighbor and 
swear that they themselves run a 
good service department—so 
good, they state, that they “lose 
money on it!” 

We won't even go into the hun- 
dreds of chain operations or shade 
tree mechanics who routinely tap 
the unknowing public of countless 
dollars. In that connection, Fred 
mentioned two items: ball joints 
and shocks. The quick service 
chains do a land office business in 
both items, and though Fred 
observed he doesn’t stock enough 
ball joints to fill a candy box, the X 
store down the street buys them in 
55-gallon drums! 

Fred has many questions about 
our service industry. For instance, 
why cannot the automobile dealer 
attract the same kind of young 
men and women who flock to the 
Bell System, Westinghouse, TRW 
or whatever? They often end up 
doing similar work for similar 
benefits, and often less pay. What 
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is it that prompts the car owner to 
take his or her car to a service 
facility run by an operation that is 
primarily a vendor of goods, or toa 
facility which opened originally to 
sell tires? Does the American pub- 
lic actually believe that Sears, 
Ward’s or the local brake shop can 
do a better job of tuning a modern 
automobile engine than the dealer 
who sold it to them? Do they feel 
the dealer is less trustworthy? Do 
they think the dealer is more ex- 
pensive than the chain outlet or 
supermarket facility? Or, all 
three? And, if so, is there any basis 
for these opinions held by so many 
of the car-driving public? Fred 
may or may not think so; he is non- 
commital in this regard. Yet, 
perhaps his actions speak for him. 


He long ago determined that 
good service was essential to a suc- 
cessful and profitable operation. 
After all, there were years when 
he did not have the hottest cars in 
town on his showroom floor. He 
also learned there is a continuing 
shortage of truly competent and 
fully trained automobile repair 
technicians, and he found that 
very little is being done to attract 
young people. He was brought up 
to believe that God helps those 
who help themselves and, because 
of that attitude and because he has 
a genuine interest in automotive 
service, he embarked upon a pro- 
gram of training his own mechan- 
ics. 

The program is a simple one. 
Fred says, “The solutions to most 
problems are simple; they just re- 
quire that someone actually work at 
them. If you have a problem, you 
have to fully dedicate yourself to 
solving it.” Fred, the owner of Fred 
Frederick § Chrysler-Plymouth, 
dedicates himself to testing, 
selecting and training the young 
people he hopes will eventually 
become successful automobile 
technicians. He does not hire fully 
trained mechanics. He says sim- 
ply, “There ain’t no such thing on 
the job market!” 

His first step is to place an ad in 
the Washington Post and the Bal- 
timore Sun. The ad describes the 
program he offers, and the typical 
response to it is in the neighbor- 
hood of 125 telephone calls. He 
qualifies the applicant over the 
phone and usually narrows down 
to 20 the number he actually in- 
terviews. He sees no point in tak- 


ing someone well removed from 
the Laurel area, he wants no job 
jumpers, but he does not make any 
distinction as to age. 

The face-to-face interview Fred 
conducts is designed to reveal 
whether or not the applicant is in- 
terested in becoming a profession- 
al service technician, or whether 
he is simply at loose ends and 
thinks he might like being a 
mechanic. The prospect is told the 
program is of two years’ duration, 
and that the study periods are to 
be on the student’s own time. Itisa 
bootstrap operation, with all the 
assistance required furnished by 
Fred Frederick. 


The applicants remaining after 
the interview process are sub- 
jected to two tests. One is a stan- 
dard written test which deter- 


mines mechanical comprehen- 
sion. It is not automobile-related, 
and it is a timed test. If the appli- 
cant passes this phase, he is given 
a manual dexterity test—two 
pieces of angle iron held together 
by a number of bolts and nuts. The 
student is to disassemble the parts 
and reassemble them exactly as 
they were. Fred’s experience is 
that many who pass the first test 
fail the second. Only once has Fred 
deviated from his rule that the ap- 
plicant must pass both tests, and 
the deviation led to failure. In- 
cidentally, it is Fred’s belief that 
most apprenticeship programs 
and vocational-tech programs are 
doomed to failure because the ap- 
plicants are not “qualified” prior 
to being given training. The rule 
in these programs tends to be that 
the applicant needs only to have 
the desire, and Fred points out 
that though it may be the dream of 
every boy to be a George Brett ora 
Reggie Jackson, the major leagues 
are built on reality and not on 
dreams. 

The twenty persons normally 
interviewed are usually narrowed 
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down to no more than four and 
sometimes only one. Let’s face it: a 
store with twelve stalls would 
soon face the law of diminishing 
returns if a half-dozen trainees 
were not only bumping into each 
other, but also the seasoned tech- 
nicians trying to do their jobs. 


Once the applicant is entered 
into the program, he becomes the 
responsibility of Fred, himself. 
There is no buddy program, and 
Fred’s mechanics are not expected 
to aid in training a new man. They 
are employed to work on custom- 
ers’ cars. Actually, Fred gives two 
other reasons for this practice: the 
trained mechanic tends to regard 
the trainee as an_ economic 
threat—if not now, then surely a 
few years down the road—and 
there is a normal tendency to use 
the “new man” as a go-fer, a vir- 
tually sure way to discourage the 
trainee. 

Fred’s solution to that situation 
is to act as mentor, and his reason 
why is not that complex. All deal- 
ers have an interest in one phase 
or another of their business, and 
his is in the service end. Training 
young men in this trade, or profes- 
sion, is his hobby. He does not kid 
himself that he will ever receive a 
return on his investment—not 
one, that is, that shows up on the 
balance sheet. Fred feels he has 
been well-treated by the auto- 
mobile industry, and he is of the 
opinion one cannot always just 
take. Something must be returned, 
and he feels his program is one 
way in which he does this. He loses 
trained people and he loses par- 
tially trained people, but he keeps 
enough in his employ to make the 
effort worth it to him. He told AE, 
“Commitment, rather than money 
is the only motivating factor that 
can make something like this 
work.” 

When the trainee comes on 
board, he is assigned work com- 
mensurate with his ability. He is 
an employee, not a student. He 
may even be assigned a task such 
as painting the building for a time 
if he has no other skills. Each 
trainee is assigned a project which 
must be accomplished in five 
weeks. On his own time, he must 
learn the correct name and func- 
tion of every major part under a 
car and under the hood. This does 
not mean he must know every part 
of a carburetor, but he must know 


the major parts and what they do. 
This period is, in a sense, nonpro- 
ductive, and it is frustrating, espe- 
cially for the trainee. But, it most 
certainly separates the grain from 
the chaff. If you think to try this 
program, Fred suggests you be 
realistic. Be prepared to be dis- 
appointed: not every applicant 
works out. 

The trainee works only on C-P 
cars. In fact, Fred Frederick pre- 
fers not to work on non-Chrysler 
cars. He feels it is almost a no-win 
situation. At the end of the five 
weeks, Fred calls the trainee into 
the conference room for atest... 
this is usually done on Saturday. 
A written test is provided, and 
Fred tells the student he expects a 
100 percent. He will accept 90 per- 
cent, but nothing less. Anything 
less than 90 indicates a trainee 
who has not applied himself, or 
one who just doesn’t have it. 

Let us assume the grade is over 
90 percent: Fred’s next statement 
will shock some people and annoy 
many. He says, flat out, a trainee 
who can successfully identify—by 
the correct name and function—90 
percent or more of the parts under 
the hood and under the body is 
already someone in the top 10 per- 
cent of the country’s automobile 
mechanics! How does that strike 
you? 

After the trainee passes the ini- 
tial phase, he is trained in func- 
tions which can tangibly return 
something to the dealership. Dur- 
ing the five weeks of the initial 
phase, the trainee, depending on 
his experience level, may be draw- 
ing his pay for something as basic 
as lube work and changing tires. 
Trainees are often used in make- 
ready, but are permitted to do 
nothing more than they are qual- 
ified to do. Sometimes, they do no 
more than note the areas requir- 
ing attention and point them out 
to those who will do the work. But 
even in this area, their efforts are 
supervised by Fred. 

Once the specific instruction be- 
gins, Fred trains his fledgling 
technicians in front-end work and 
then in air conditioner servicing. 
He believes this work is readily 
learned, allowing the trainee to 
begin to feel that he has accom- 
plished something. And it is at 
this point that the dealer who 
bothers to train may experience 
some significant losses. A man 


who can do front-end work and air 
conditioner work is considered ful- 
ly trained by many of the chain 
stores, and Fred’s people are 
heavily recruited. Many young 
men are tempted by the promise of 
an immediate increase in earn- 
ings, and they leave—only to 
assign themselves to doing the 
same thing over and over. A new 
car dealer a couple of blocks down 
the street took one of Frederick’s 
most promising trainees just prior 
to this AE interview. The man 
was taken on as a line mechanic, 
on a 50-50 basis, even though the 
only things he could do were front 
end and air conditioner service. 


“The school 
system’s objective 
in most areas: to 
push the student 

through school.” 


The trainee who remains in the 
program is carried step-by-step 
through every phase of automobile 
servicing—even those areas 
which Fred normally sends out. 
The theory is, a truly trained 
mechanic should at least know 
how to make any repair, even if 
the company does not normally do 
it. Fred’s trainees even get an ex- 
posure to body work, glass work 
and upholstery work. Of course, 
the trainee’s earnings increase as 
he moves upward. On this subject, 
Fred is of the opinion a man who 
completes the course can look for- 
ward to earnings in the $30,000-a- 
year bracket. There are so-called 
professional people who do not 
make that at the end of two years! 


Of course, without much ques- 
tion, if there is an area of automo- 
tive repair which is truly frustrat- 
ing, it has to be the electrical sys- 
tem. Many mechanics in the coun- 
try simply refuse to learn any- 
thing about the subject, and others 
try to avoid the problem with ex- 
cuses such as, “My hands are too 
big to get under the dash, etc.” 
Fred believes this situation exists 
because very few mechanics know 
how to read a factory schematic. 
His guess is that no more than 5 


percent have this ability. How 
does he approach the problem? 

He teaches with a wiring har- 
ness and a schematic. The trainee 
comes in on a Saturday or perhaps 
two Saturdays—remember, this is 
a self-study program. Fred will 
meet the student at the deal- 
ership, and they will lay out the 
harness on the conference room 
table. The typical harness has 52 
connections, and the trainee must 
trace each from the source to the 
end. Along the way, he must learn 
what cable is joined to what, and 
what it does. The purpose is not to 
have the trainee commit the har- 
ness or schematic to memory, but 
rather to teach him to read a 
schematic. Fred believes the fac- 
tory schematics are adequate, 
assuming one elects to learn to use 
them. 

Fred follows a similar procedure 
for all the areas of automobile re- 
pair. The objective is a fully qual- 
ified mechanic. A man who can- 
not, or will not, proceed beyond 
front end work is allowed to leave; 
he will have no trouble getting a 
job elsewhere. 

Another aspect of the Frederick 
program is engine tuning. About 
18 months ago, Fred invited 
Maurice Kenny, a fuel and igni- 
tion engineer from Chrysler, to 
come to Laurel and instruct Fred’s 
people in this field. The “black 
boxes” and other technological 
advances demand that mechanics 
keep up with what is going on, and 
the best way to do it is to bring the 
teacher to the shop. Incidentally, 
the classes were held on Satur- 
day—on the mechanics’ own time. 
Fred feels, why should he pay any- 
one to improve themselves and in- 
crease their earning potential? A 
man interested enough to do some- 
thing on his own is usually a good 
employee in other regards. 


Fred is very high on Mr. Ken- 
ny—so much so that the shop’s 
tune-up procedures were modified 
to comply with Kenny’s sugges- 
tions. Now when a car is taken in 
for a tune-up at Frederick C-P, 
there are five checks made before 
any of the routine tuning steps are 
taken. 

1. The engine temperature is 
checked by determining that the 
radiator temperature is at least 
180°F. Such a result indicates 
satisfactory engine operating 
temperature. 
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2. The intake manifold temper- 
ature is checked, by using a weld- 
er’s temple stick. The correct 
temperature is critical to the best 
fuel/air ratio. 

3. The secondary firing voltage 
is checked to make sure it’s within 
limits. 

4. The manifold vacuum has to 
meet the prescribed standards. 

5. Compression test standards 
must be met. 

If these conditions are not met, 
Fred states it is all but impossible 
to correctly tune an engine. He’s 
reluctant to comment on how 
many dealers do, in fact, follow 
this procedure, but he does not 
hesitate to note that very few of 
the chain stores do it. He advises 
customers to ask whoever services 
their car what they do on a tune- 
up. 

There is another part to this 
story, so let us leave the subject of 
the service department, per se, 
with this: Fred does not employ 
service writers. He wants the cus- 
tomer to deal with the service 
manager or, if need be, with him. 
Incidentally, his service managers 
usually come “from the outside.” 
He feels they must have certain 
PR qualifications as well as me- 
chanical knowledge. 

But why does Fred put so much 
emphasis on service? The answer 
is, he recognizes it as a highly visi- 
ble part of the business, and it is 
his name on the door. He wants it 
known that Fred Frederick Chrys- 
ler-Plymouth is a good place to 
take your car for service—not be- 
cause Jimmy Jones is a good 
mechanic, but because Fred 
Frederick runs a good shop. 


As we mentioned earlier, Fred is 
very concerned about why the 
automobile dealer cannot provide 
the service he should. What has 
brought about the conditions 
which see a lion’s share of the ser- 
vice business going to general 
merchandise stores, tire stores, 
muffler stores, you name it? What 
have we done or not done which 
prevents us from recruiting the 
kind of people we want? America, 
after all, is a country on wheels, 
and it is going to stay on wheels. 
Automobiles will always need ser- 
vice, and it is possible the downsiz- 
ing will lead to even greater de- 
mands for service. Those big V8s 
we've had for years could take a lot 
of abuse, and heavy-duty trans- 


missions were very forgiving. Who 
knows what these little four-cylin- 
der cars and their lightweight 
transmissions will require in the 
way of service? Fred pointed to a 
number of small cars in his back 
lot—all with blown engines. He 
remarked, “How many times do 
you hear of an American six or V8 
blowing? Know why those engines 
failed? Customer abuse. You can 
take a six or a V8 and ‘forget’ to 
change the oil, but you can’t, or 
shouldn’t do it with these little 
jobs being built now. It all should 
add up to a lot of business.” 


“We are too often 
getting the under- 
achievers.” 


But for one answer as to why 
things are not what they should 
be, Fred says, consider the image 
of the automobile mechanic. Do 
you ever see him in a Coke ad, a 
cigarette ad, or anything like 
that? Have you ever seen any kind 
of ad showing pretty girls running 
their hands through a mechanic’s 
hair? When you ask middle class 
families—and most Americans de- 
scribe themselves as middle 
class—about their plans for their 
sons, how many of them indicate 
those plans include a future as an 
automobile mechanic? You say 
the vo-tech schools are full of 
aspiring auto mechanics? Let’s 
take a look: 

A youngster who doesn’t do well 
academically is often shunted to a 
vocational program, assuming his 
parents cannot afford tutoring ora 
private school. Rarely, if ever, is 
he tested to determine his natural 
ability; he is instead left to select 
his own career field, using the 
term “select” loosely. 

Inasmuch as most American 
boys, and an increasing number of 
girls, are “into” cars, it is not sur- 
prising that a great many choose 
auto repair. But the school sys- 
tems in most urban areas have one 
objective: to get the kids through 
school, especially the problem stu- 
dent or the slow learner. Thus, a 
boy graduates from the auto- 
mobile mechanic class and 
assumes he is now ready to become 
a line mechanic. He is probably 
less prepared than the boy who 
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worked weekends and afternoons 
in the local gas station and who, 
after a year or so, thinks that he, 
too, is ready to become a “real” 
mechanic. 

The point is, we in the auto- 
mobile industry are, too often, get- 
ting the under-achievers and are 
making a bad situation even 
worse. 


As Fred sees it, the appren- 
ticeship programs sponsored by 
various government agencies 
have nothing for him. The nature 
of such a program precludes selec- 
tivity. In fact, the selection pro- 
cess, such as it is, tends to be nega- 
tive. A non-achiever gets through 
school and bounces around from 
one low-grade job to another. 
Then, he learns of this nicely 
spelled-out federally sponsored 
program. Anything, the non- 
achiever thinks, must be better 
than what he has done. He knows 
he wants to learn a trade—it is im- 
material to him that he may have 
no aptitude for mechanical work, 
and it means little that he can 
hardly read and that a schematic 
is just a bunch of lines to him. This 
program is for everyone! 

With respect to the commercial 
trade schools, how many gradu- 
ates of any commercial trade 
school, Fred wonders, graduate as 
well-qualified as the school’s 
advertising leads one to believe? 
(Editor’s note: Fred understands 
there must be many good private 
trade schools, he is speaking only 
from his own experience.) Most 
schools of the trade type, he feels, 
whether they be public or private, 
are set up and run by academi- 
cians and not by the type of people 
who may ultimately employ the 
school graduates. 

While small dealers like Fred 
may enjoy some success in the on- 
site training of mechanics, his 
kind of situation is not the answer 
to the industry’s problem. Nor 
does the cure lie with the factories, 
Consider the factory-sponsored 
classes, and let us see if this shoe 
fits: A call is received from the 
zone office—Detroit is running a 
class on ignition—and X mechan- 
ics have to be sent. You would 
think the dealer body would be 
falling over itself as dealers com- 
peted for slots, but it seems this is 
not the way it works. So, you want 
to stay on good terms with the lo- 
cal folks, and you look around for a 


body to send to Detroit. Pick a pro- 
ductive line mechanic? You jest! 
You select a person you can best do 
without, and whether or not he is 
competent to comprehend the 
course material is not to be consid- 
ered. Oh, you don’t do that? Good! 

Fred Frederick, in a moment of 
inspiration not too long ago, de- 
cided he would attempt to do some- 
thing a little different in the area 
of training from what had been 
tried before. He knows there are 
good kids in high school who do not 
want to be doctors, lawyers or 
businessmen, but instead, want to 
work with their hands. They 
think, for a time, that they would 
even like to be automobile me- 
chanics, but they receive little, if 
any encouragement from Dad, or 
Mom, or even the girl friend. The 
overall attitude on the part of the 
people they know seems to be, 
“Automobile mechanic? Well, I 
guess it’s OK, and I suppose the 
money is good. The hours seem 
pretty fair. There won’t be any 
ulcers from bringing home a full 
briefcase every night. Yes, there 
could even be pride of achieve- 
ment. But, really, no class. We 
have an image to live up to—what 
would Dad tell the people in the 
office? That Junior couldn’t get 
into a college, that he was going to 
be, well, you know, forced to work 
with his hands?” 


Fred, a strong supporter of the 
University of Maryland, had this 
thought: Suppose there were a 
bona fide auto repair technician 
training program offered at a state 
university—not a community col- 
lege, but a state university. It 
would not be necessary to confer a 
degree upon the graduate, but 
given the nature of some of the de- 
gree courses offered today, the 
university could do worse. Why 
not an associate degree? Plenty of 
kids go through major colleges 
playing with a round ball for four 
or five years, and many of them 
emerge with a degree—in some- 
thing. 

Fred was not seeking much: a 
location on campus in College 
Park—a College Park address. He 
wanted a program to be under the 
umbrella of the University of 
Maryland. Good grief: Maryland 
offers courses all over the world; 
what would be the big deal about 
an auto repair technician program 
on campus? 


Why, you may be wondering, a 
university rather than a commu- 
nity college? Well . . . why not? 
The automobile industry has more 
than paid its dues: driver-ed cars 
are supplied by dealers; in Mary- 
land, thousands of people earn 
their living working at deal- 
erships; dealers pay much in 
taxes, and give freely of their time 
and money to practically any and 
every civic venture. Isn’t the in- 
dustry good enough to have an 
educational location on the cam- 
pus of the University of Mary- 
land? And let’s get back to Junior: 
suppose Mom and Dad realize 


“Fred’s dream: a 
university-level 
program.” 


their heir is not about to graduate 
from the Harvard Business 
School, and in fact did well to get 
through the local high school with 
a C average. He has great mechan- 
ical aptitude, he wants to work in 
some mechanical field, and cars 
turn him on. Now, if he could be 
enrolled in a program at the state 
university, well, that solves quite 
a few problems: Junior would be at 
the “university” majoring in 
“some kind of automotive en- 
gineering,” in a two-year program 
leading to a good job with “excel- 
lent opportunities to move quickly 
into management.” And best of 
all, all of Mom and Dad’s words 
and phrases in the quotation 
marks could be true. 

Mother and Dad would not be 
the only ones happy—Junior 
would be also. He could remain 
with his friends, and his girl would 
still think he is the greatest. Also, 
the kicker would be that, by the 
time Junior’s friends have gradu- 
ated, assuming they do, he would 
already be a veteran of two years’ 
employment, possibly earning 
$30,000 a year, with the possibil- 
ity of a managerial position in his 
future in due time. 

Fred Frederick was not think- 
ing of aseparate college within the 
university. He had in mind a very 
modest beginning—perhaps as 
few as 25 qualified students drawn 
from various areas throughout the 
state. If the program had worked, 
the branches of the university 


could have picked it up from there, 
and the classes could have re- 
mained small. Obviously, Fred did 
not get far with his plans—he was 
shot out of the saddle at the uni- 
versity level. Fred, by his own 
words, is not a “committee” type 
and possibly he did not enlist the 
support of some of the bigger deal- 
ers in the area. Or maybe those big 
dealers do not have a problem. Or, 
even more likely, maybe they 
don’t know they have a problem. 


Fred is of the opinion we need 
better PR. He suggests we follow 
the lead of the US Army TV re- 
cruiting commercials—have you 
ever seen one showing a GI wal- 
lowing in the mud and getting 
shot at? Really: if you believe the 
Army ads, there are no riflemen, 
only highly trained technicians 

. .0h, maybe a tank commander 
or two. Do you not get the impres- 
sion that you, the recruit, can take 
the training of your choice? Every- 
one seems to graduate as a com- 
puter programmer or maybe a 
dental technician. Fred thinks we 
need an image builder, and he 
thinks a campaign could be 
mounted to present the auto- 
mobile mechanic in a more favor- 
able light. He applauds GM’s Mr. 
Goodwrench, and doesn’t think it 
is at all corny. He would like to see 
more factory effort in this regard. 

He also points a finger at NADA 
a little—having observed the 
many “institutional” ads which so 
often, he feels, have missed the 
point of getting a positive message 
across to the public. Why not some 
four-color ads showing a clean-cut 
young man either working on a 
car, writing up a repair order or, 
heavens above, actually studying 
a technical manual? Maybe the in- 
dustry could even get Coke or Pep- 
si to do, just once, a nice ad built 
around an automobile mechanic. 
And, while we’re at it, why not use 
an expression like automotive 
technician or something like that? 
There are some cities which refer 
to the trash collectors as “Sanitary 
Engineers.” 

Perhaps the industry should put 
a little more effort into maintain- 
ing cars—cars are maintained by 
trained personnel and not by 
robots or computers. Cars will 
never be service-free, and neither 
will service be free. Let’s give some 
thought today to the problems of 
tomorrow. f 
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Variable Rate Loans 


ffective April 30, the Fed- 
)o eral Home Loan Bank 

Board authorized federal 
savings and loan associations to 
offer variable rate mortgages 
(VRMs) with almost unlimited 
freedom. Prior to that authoriza- 
tion, the Board had allowed 
VRMs, but placed limits on how 
much interest rates or monthly 
payments could vary. Now, S&Ls 
can tie the mortgage rate to a vari- 
ety of interest rate indexes pub- 
lished by the federal government, 
and can raise or lower the loan’s 
monthly payments, or extend or 
shorten the loan’s term, to reflect 
changes in the index used. 


The Board’s action is important 
to franchised new car and truck 
dealers for two main reasons. 
First, any impact on the supply 
and price of mortgage credit will 
have significant macroeconomic 
effects, which would, of course, af- 
fect dealer sales. Secondly, be- 
cause this authorization repre- 
sents a move away from fixed rates 
on installment loans in general, it 
could soon affect even further 
those sectors of the economy 
—such as the auto industry 
—which are dependent on install- 
ment credit. Presented below is an 
analysis of these effects. 


Effects of Action 


With fixed-rate mortgages, the 
lender assumes all of the interest 
rate risk (risk that short-term 
rates paid on deposits will rise 
above the long-term yields on the 
mortgages). During the 1950s and 
early 60s, these rates were rela- 


tively stable, and long-term rates 
were almost always higher than 
short-term rates. Since inflation 
began to accelerate in the mid- 
1960s, however, short-term rates 
have become much more volatile, 
and over the past few years have 
quite’ often exceeded long-term 
rates. As a result, it has become 
unprofitable for S&Ls to make 
mortgage loans, and the supply of 
mortgage money needed to finance 
residential housing has been con- 
siderably less than the demand. 

By shifting the risk of future in- 
terest rate changes to the borrow- 
er, VRMs make it more profitable 
for S&Ls to make mortgage loans 
during periods of high inflation. 
As a result, there will be more 
mortgage money available. In ad- 
dition, the initial interest rate ona 
VRM may be lower than on a fixed 
rate mortgage, because S&Ls may 
now require a smaller risk premi- 
um. Because housing is such an 
important sector in our economy, 
the assured availability of mort- 
gage money that results from 
VRMs, as well as the potentially 
lower initial mortgage rates, pro- 
vides the economy with a cushion 
against recessions. 

In a situation similar to the 
present one, however, (that is, 
high interest rates and recession- 
ary tendencies in the economy), 
VRMs could actually contribute to 
a recession. It depends on whether 
or not interest rates rise. 

If they do, the additional inter- 
est costs can be added to the 
monthly payments, or the month- 
ly payments can be held constant 


and the increase in cost added to 
the principal. Higher monthly 
payments would reduce consu- 
mers’ real disposable income, ex- 
acerbating recessionary tenden- 
cies. Additions to the principal 
would affect recessionary tenden- 
cies by reducing homeowner 
equity. 

Calculations by Jim Chistian, 
Chief Economist for the U.S. 
League of Savings Associations, 
indicate that, typically, the reduc- 
tion in equity would not be prohib- 
itive, and most analysts expect 
that consumers would opt for the 
addition to principal. That is what 
the majority of VRM borrowers 
have done in California, where 
regulated VRM lending has been 
in effect since 1970. 

Whether or not consumers will 
have to pay more with a VRM than 
they would with a fixed rate mort- 
gage depends, of course, on future 
interest rate movements. Consu- 
mer expectations regarding these 
movements will determine the 
speed with which the shift from 
fixed rate to variable rate mort- 
gages takes place. Regardless of 
how long it takes, however, it 
seems that variable rates are here 
to stay, and not just for mortgages. 
But the effects of variable rates on 
other types of installment loans 
are basically the same as de- 
scribed above. 


Summary and Outlook 


The shift to variable rate mort- 
gages should prove to be positive 
for thrift institutions, dealers, and 
the overall economy. Consumers 

(continued on page 45) 


This column is prepared by the Economic Analysis Dept. of the National Automobile Dealers Association. For further information or questions concerning the items appearing in this 
space, write: Economic Outlook, Economic Analysis Dept., 8400 Westpark Dr., McLean, VA 22102. 
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140 Ford Dealers in 
Florida and South Georgia 


aced with recession and ris- 
ee fuel prices, Chevrolet, in 

1975, abandoned its prac- 
tice of setting advertising expen- 
ditures as a fixed percentage of 
sales, and decided to maintain its 
advertising budget during the eco- 
nomic slowdown. Advertising for 
fuel-saving economy models, in 
fact, was increased. 

Ford, on the other hand, slashed 
advertising by 14 percent, accord- 
ing to the April, 1980 Dun’s Re- 
view, in an attempt to shore up 
profits. “That move may have 
achieved its goal,” Dun’s points 
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out, “but it also allowed Chevrolet 
to increase its market share by 
two percent, and Ford has not been 
able to get it back.” 

That example is just one of 
many that can be cited that do 
much to prove that in good times 
you should advertise, and in bad 
times, you must. 

A recent McGraw-Hill Publica- 
tions analysis of 468 industrial 
companies illustrates the point 
rather graphically. Companies 
which did not cut advertising ex- 
penditures in the 1974-1975 reces- 
sion, the study concluded, “experi- 
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1. Pohanka Oldsmobile-GMC 
Inc. 

2. Honda Dealers of Central 
Ohio 

3. Miber Motors 

4. Jacksonville District Ford 
Dealers 

5. Missoula Auto Dealers Asso- 
ciation 

6. Charles Orsinger Buick Co. 


6 


enced higher sales growth both in 
the recession and for the three 
years following than those which 
did cut advertising outlays during 
the downturn.” 

Fortunately, it’s a point that, in 
the case of a good number of deal- 
ers, has been very well taken. 
“When business got tough, some 
dealers cut back on their budgets, 
but we hung in there and came up 
with the advertising support that 
was needed,” John J. Pohanka, 
president of Pohanka Oldsmo- 
bileeGMC, Inc. in Marlow 
Heights, Maryland reports. “It’s 
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expensive, but I think it’s worth- 
while. Our morale is good, we’re 
optimistic, and I feel that when 
the market turns around, we’re 
going to be in a good position to 
take advantage of the situation.” 

Pohanka, a former NADA presi- 
dent whose firm was one of six 
auto dealerships and dealer 
associations honored in the recent 
annual TvB/NADA Commercials 
Competition on the basis of 
creativity, production excellence, 
sales appeal and time utilization 
for television advertising, has 
good reason to view things posi- 
tively: his Oldsmobile sales in 
1980 were up, even though indus- 
try-wide Oldsmobile sales were 
down. 


The Pohanka store is the oldest 
automobile dealership in the met- 
ropolitan Washington area, and it 
first entered television in the ear- 
ly 1960s. Today, about 80 percent 
of its $200,000 annual advertising 
budget is spent in that medium, 
and about 15 percent goes to news- 
papers “to reinforce” television. 
“Ninety percent of our newspaper 
ads,” Pohanka says, “show some- 
thing visually that’s in the TV 
commercial that’s running at the 
same time.” 

Television, in Pohanka’s view, 
“has very good reach,” touching, 
as it does, a broad section of the 
market, and he says it is much 
more powerful than other media, 
“because you're appealing to the 
eye and ear as well.” He feels TV 
lends credibility, allowing the cus- 
tomer to get an excellent idea of 
what the dealer has, while keep- 
ing misconceptions at a minimum. 

Pohanka, who is chairman of 
the Olds dealer advertising group 
in his area, feels that one of the 
things a lot of dealers fail to do is 
let their organizations know what 
their advertising plan is. “It’s not 
uncommon,” he says, “to call a 
dealership after hearing an ad on 
the radio or seeing it in the paper 
or on TV, and find that the person 
answering the phone doesn’t know 
what you're talking about. It’s im- 
portant to let your organization 
know not only what you’re saying 
in your messages, but why you’re 
saying it. 

“We show our commercials to 
our entire sales force before they 
appear on the screen. We have a 
sales meeting to go over exactly 
what we’re doing and why, and we 


also seek the advice of our sales 
force. We want them to be critical 
of what we’re doing.” 

Pohanka is very much involved 
in his advertising, and he and the 
agency he utilizes, Raider Adver- 
tising, Inc. of Washington, pro- 
duce some 15 commercials a year. 
Production costs average less than 
10 percent of media buys and, 
generally speaking, a three- to 
five-day flight is scheduled every 
three weeks, primarily in news 
and early evening slots, with good 
results. “It’s very obvious when we 
advertise on television,” Pohanka 
says. “Our floor traffic and our 
sales pick up noticeably, about 40 
percent.” 


1 


San Antonio’s Charles Orsinger 
Buick Co., which won a TvB award 
for a 30-second spot focusing on 
service and integrity, saw its own 
new car sales jump nearly 20 per- 
cent last year, after making a deci- 
sion to increase the ad budget. 

Advertising man Ward Orsin- 
ger II particularly likes to use tele- 
vision to sell “the service of my 
salesmen and my company,” and 
in many of his broadcasts, he uses 
those salesmen to put the message 
across. 

The award-winning ad, for in- 
stance, featured one of the sales 
staff in the role of a spokesman, 
and as the camera cut to four 
mechanics at work in the shop, he 
talked about their attitude and 
their expertise. Simultaneously, 
viewers were flashed the names of 
the technicians and their years of 
experience. 

Ward Orsinger is quick to point 
out that what works in San Anto- 
nio might not work in Dallas or 
some other city. Each market, he 
believes, has to be looked at indi- 
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vidually. 

But the use of his own people in 
his ads has been an unqualified 
success for him, at least. His sales- 
men like the idea, his accountants 
do likewise, and so do his custom- 
ers, since they get a chance to 
“know” the individuals they’re 
going to deal with, even before 
they walk through the dealership 
doors. 

The personal appeal of televi- 
sion also is important to Roger 
Michael of Miber Motors, the deal- 
ership responsible for the award- 
winning ad in the small-market 
(Miami, Oklahoma) category. 

“You can develop a personal 
relationship with the customer via 
television,” says Michael, “that 
you can’t otherwise. I like that 
aspect, because it blends in per- 
fectly with the way we like to do 
business. When a customer buys a 
car, I personally thank them for 
dealing with us, and I tell them 
that my door is always open if they 
want to see me.” 

Michael feels that one of the 
strengths of the Miber Motors ad 
program is its consistency. “You 
just simply tear down part of the 
mountain you've built,” he says, 
“if you only advertise sporadical- 
ly.” 

Miber started using television 
three years ago, and today, about 
65 percent of its $2,500 to $3,000- 
a-month ad budget goes in that 
direction. Mark Rogers, the deal- 
er’s advertising coordinator, de- 
velops nine image-building and 
six sale commercials a year, each 
produced at KODE-TV for approx- 
imately $65. 

Rogers believes the medium is 
very cost and sales effective, 
asserting that it has a lower cost 
per thousand than any of the 
alternatives, along with “greater 
choice in reaching our desired 
prospects through different pro- 
gramming.” 

Frank Welles, president of Mul- 
don Motor Co. in Pensacola, Flor- 
ida, and chairman of the Jackson- 
ville District Ford Dealers, 
apparently agrees. “Television is 
expensive, no doubt,” he explains, 
“but when you break the expense 
down to the cost of reaching the 
average household or person, it 
really becomes cheaper than its 
competition. It’s the most efficient 
way to cover our market in Geor- 
gia and Florida.” 


The Jacksonville group is a two- 
time winner of the TvB competi- 
tion, has been using TV almost 
since its inception, and yearly puts 
the bulk of its $1.2 million trea- 
sure chest into sound and picture 
messages. 

“We can compare what other 
districts do with what we sell 
here,” says Welles, “and when 
we're running a television cam- 
paign as we do, and we sell so 
much more, we know it’s doing 
some good. 

“For instance, we saw a definite 
increase in our sales compared to 
other Ford dealers last year when 
we started running the 
award-winning campaign.” That 
series of commercials, run under 
the theme, “This is my country, 
Ford is my car,” pitted a Mustang 
against a Datsun 200 SX, discuss- 
ing mpg, initial cost, and the 
amount of time it would take the 
Japanese car’s advantage in the 
former area to make up for its de- 
ficiency in the latter. “We’ve got- 
ten a lot of compliments on it,” 
Welles says, “and I think it’s get- 
ting stronger.” 


William Cook Advertising, Inc. 
of Jacksonville produces four to 
six spots in each of four yearly 
campaigns for the group, with 
production costs running 12 to 13 
percent of time costs. The dealers 
appear to be happy with the 
arrangement, and Welles says 
they will keep their activity up, 
“because we want our name right 
there,” when business turns 
around. 

Capitalizing on Montana’s us- 
ury laws on auto financing, the 
Missoula Auto Dealers Associa- 
tion promoted low interest and 
high gas mileage in a “You Auto 
Buy Now” commercial in 1980 
which won TvB’s “special judges 
award.” It was the first-ever use of 
advertising by the association, 
comprised of all dealers—both 
foreign and domestic—in the 
country, and the results were very 
effective. Floor traffic and sales in- 
creased, and for whatever reasons, 
prospects in the showroom tended 
to be very aware of the points the 
ads covered. 

“We all noticed an increase in 
business,” says Bruce Peterson, 
association president and head of 
his own Pontiac/Cadillac/Honda 
firm, “and speaking for my deal- 
ership, it’s the best year we’ve 


had.” 

Jacobson Advertising Agency in 
Missoula produced four 30-second 
and two 10-second spots for the 
association utilizing the “You 
Auto Buy Now” theme. Each Mis- 
soula dealer contributed $1,000 to 
the ad fund, with 70 percent going 
to TV. “With all of us going 
together,” Peterson said, “we satu- 
rated the market.” Commercials 
ran in news and nighttime pro- 
gramming on both TV stations in 
the area. 

Honda Dealers of Central Ohio 
was formed in June of a year ago to 
do television advertising the deal- 
ers didn’t feel they could afford as 
individual dealers. The invest- 
ment, anyone would have to say, 
has been a good one. “Since we’ve 
had our spots on the air,” says as- 
sociation president Jim Immke, 
also the president of Immke’s 
Northwest Honda in Dublin, 
“we've become the number one im- 
port line in central Ohio.” About 
85 percent of the group’s $9,000 to 
$11,000 monthly budget is spent 
on TV news and sports program- 
ming, and according to Immke, 
“We’ve had about a 25 percent in- 


crease in sales volume due directly 
to the commercials.” 

Of particular interest to auto 
buyers in Central Ohio is the com- 
mercial for the Honda dealers 
which strikes at the import issue 
in very direct terms. Taking note 
of a new Honda plant in Marys- 
ville already producing motorcy- 
cles and due to begin producing 
automobiles in 1982, the award- 
winning spot stresses “the best 
reason to buy is because Honda is 
bringing jobs to Ohig for Ohioans.” 

Immke says all the dealers in 
his group have shown gains, and 
he says, “It’s best to advertise in a 
down market and get your name 
out in front, when everyone else is 
not.” 

Skeptics might say the increase 
in sales all of these award-winning 
dealers have experienced does not 
necessarily directly correlate with 
the increase in their advertising, 
but Miber Motors’ Rogers does a 
good job of refuting that notion. 
“When we have a sale,” he says, 
“we can tell TV pays off. Some- 
times before the doors open, people 
will be waiting in line. I know tele- 
vision is a factor.” 
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AUCTION 


The “Retail” Buyer 


& or approximately the last two years, George 
Basel was the force behind this column, but 


George retired a bit more than a month ago. I really 
doubt I can meet the standard he set, but it’s up tome 
to pick up where he left off, nonetheless. 

I'm going to try a somewhat different approach, 
and deal with this page more with the dealer in mind 
than the auction operator. Auction operators already 
know the wholesale automobile auction is a good 
thing. . .let us try to convice the “non-auction” dealer 
that he can benefit, in many instances, by using the 
auction facilities. 

There is a common complaint on the part of fran- 
chised dealers, especially those in the western part of 
the country, that relates to the presence of “retail” 
buyers at the auction. One assumes, since the auc- 
tions permit only bona fide dealers to bid, the “re- 
tail” buyer being mentioned is making his purchase 
through an intermediary—a bona fide dealer. The 
dealer, it seems, will bid up the car to a price higher 
than the market because he has the car sold. He has 
the advantage of having his customer ready at home, 
and, presumably, the customer is prepared to autho- 
rize bidding up to a point. Of course, we must further 
assume there is some “profit” in this for the dealer. A 
buying fee, you might say. 

Now, most of us will agree that the typical auction 
operator not only does not encourage this kind of 
practice, he also would not permit it if he could be cer- 
tain it was taking place. (Dealers, after all, do not 
customarily walk into an auction and introduce the 
retail buyer with them as a customer.) If this retail 
practice does take place at your auction, one supposes 
the buyer is passed off as a driver, an associate or 
whatever. Given the rapid pace of the bidding pro- 
cess, one is hard-pressed to see how effective the “re- 
tail” buyer can be in working with the buying dealer. 
But, let us assume the practice can, and does, take 
place where you deal. How prevalent is it, possibly? 
Does every dealer bring with him a captive customer? 
Have you seen an unusual number of suspicious- 
looking duos at auctions? If the practice were as com- 
mon as we are told by some people, it seems the auc- 
tion would have a reputation as the place to bring cars 


for sale because, surely, the selling prices would 
greatly exceed the “going market,” whatever that is. 

If the practice at your auction is common, then it 
must be apparent to even the most casual observer. 
The other dealers at the auction would have no diffi- 
culty recognizing the guilty dealers, who must surely 
be in a minority. Dealers have trade groups, and they 
have ways available to them to help an errant dealer 
see how he has gone astray. The best cure, it would 
seem, would be at the base level—between dealers. 
There are few of us so strong that we can easily accept 
the disfavor of our professional peers. 

Now, let us consider this: Can we not say that every 
dealer who buys a car at a wholesale auction has, as 
his primary objective, the intent to retail the car ata 
reasonable profit, reasonable being as much as he can 
possibly make? Can we not say that in every market 
there is a going retail price for a given type of car? 
The price may vary some, but not greatly. Can we not 
suppose there are two basic types of buying dealers at 
an auction? There is the dealer who comes to stock his 
lot. He buys what he thinks he can move, at a profit, 
within a reasonable time. He is betting he knows his 
local market. Yet, because there is an element of risk, 
some uncertainty, he knows he must keep his bid 
within certain bounds; he is not likely to come too 
close to what he believes is the going retail price. Can 
we safely say most buying dealers fall into this 
group? 

The dealers who come to an auction looking for a 
specific car or a certain type of car because they know 
they have this car sold, may not have the buyer with 
them, but they have every reason to believe they can 
drive that car home and sell it the next day for XXX 
dollars. This type of buyer is certainly in a better po- 
sition than those dealers falling into the larger cate- 
gory that we mentioned in the preceding paragraph, 
though all dealers have been in both positions at dif- 
ferent times. The “sure-thing” buyer, like the other 
dealers, wants to make as much as he can on the deal, 
and it would be to his advantage if the retail buyer 
were anywhere but at the auction. A retail buyer may 
not mind giving a guy a hundred to buy a car for him, 
but he would flip if he realized the guy was going to 


(Continued on page 45) 


Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence of the NADA Official Used Car Guide. All comments or questions pertaining to these columns 
should be mailed to: Auction Block, automotive exeuctivemagazine, 8400 Westpark Dr., McLean, VA 22102. 
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National Auto 
Auction Association 
member auctions 


at work... 


handle over 3,000,000 cars and visit a nearby 


trucks a year. They help you 
buy and sell profitably. They 
help you balance inventories. 
Auction members provide 
multiple services, too, like 
transporting cars, washing, cleaning, and repairing 
them. And, our auctions help establish real market 
values for automobiles across the nation. This is free 
enterprise at work. It is private enterprise at its best. 
Both buyers and sellers at our auctions profit through 
regular visits...where ethical standards and practices by 
our members are unexcelled. 

Isn’t it great to know an Association like NAAA is 
working for you? Where else, but in America? 


NAAA 


member auction 


For additional information and name of your nearest 
member auctions, phone or write: 
Bernard Hart, Executive Secretary 


5701 RUSSELL DRIVE 
LINCOLN, NEBRASKA (402)464-2170 


SOUTHERN 


AUTO AUCTION 


RT. 5, WAREHOUSE PT., CT. 
There’s an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 

203-623-2617 


WEDNESDAY 
11:AM 
3 Rings @ Large Consignment 
22 Acres Fenced Blacktop 
Full Service @ Arrange Pick-up 
Anywhere 
Fleet & Lease Accounts Welcome 
Minneapolis Auto Auction 
1125 Nathan Ln. No. 
Minneapolis, MN 55441 


612/546-2403 
We Cannot Spell S ccess 


Without u! 


YOUR STRONGEST COMPETITOR ATTENDS! 


FLINT AUTO AUCTION, ING. 


WEDNESDAY 10:57 A.M. 
4 LANES 


3711 WESTERN RD. FLINT. MICHIGAN 48506 
PHONE (313) 736-2700 


SOUTHWEST AUTO AUC- 
TIONS. Lease and fleet accounts 
welcome. Member NAAA and 
NAFA. 3420 South 48th Street, 
Phoenix. Tel. (602) 894-2211. 


DALLAS AUTO AUCTION. 
Dealers only. Fleet and leasing. 
Ford Motor Co. factory sales. 
Location: 4226 E. Main, Grand 
Prairie, TX 75050 (214) 264- 
2344. Pick up available. 


BIG H AUTO AUCTION. A 
Dealers Auction. Fleet lease and 
factory sale every Tuesday 11:30 
a.m. 701 North Shephard Dr., 
Houston, TX 77007. Telephone: 
(713) 869-0164. 


GRAND RAPIDS AUTO 
AUCTION. David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 
2380 Port Sheldon Rd., Jenison, 
MI 49428 (616) 669-1050. Tues- 
day 12 Noon. 


MID STATES AUTO AUC- 
TION. Sale every Wednesday, 
6 P.M. and every Friday 12:00 
Noon. PERSONAL ATTEN- 
TION given in the handling of 
vehicles for Fleet Operators and 
Leasing Firms. Location: 25784 
Western Ave., South Bend. 
Phone: (219) 289-7767. 


AUTOMOTIVE EXECUTIVE, JUNE,1981 41 


iui 
HILL 


———— aN ADA Calls For Further 
Study of Passive Restraint Issue 


ADA Government Relations Committee 

Chairman Al Crawford, on the last day of 

April, told a House Subcommittee that “in 
light of the present financial crisis engulfing our do- 
mestic industry ...a detailed, objective analysis of 
the economic costs, safety benefits and consumer ac- 
ceptability of passive restraints should be conducted 
before any additional burdens are inflicted on the in- 
dustry.” 

The hearings on the issue of passive restraints 
—airbags and passive belts—were held by the House 
Subcommittee on Telecommunications, Consumer 
Protection and Finance, which is chaired by Con- 
gressman Tim Wirth (D-Colorado). 

Noting the changes which have taken place in the 
industry since 1977 when the passive restraint stan- 
dard was promulgated, Crawford informed the sub- 
committee that NADA fully supported and supports 
a recent Department of Transportation decision to 
delay for one year the effective date of the standard. 
This decision will, said Crawford, “save the industry 
millions of dollars which ultimately can be used for 
the massive retooling efforts presently underway.” 

If the passive restraint rule remains in effect, it ap- 
pears clear that the overwhelming majority of cars 
complying with the standard will do so by using a 
passive belt system, rather than airbags. In fact, 
General Motors, only days before the hearing, an- 
nounced its decision to terminate its program to pro- 
duce a second-generation inflatable restraint (air- 
bag) system. 

In light of these developments, Crawford voiced 
NADA’s concern over the consumer backlash the 
passive belt system might generate. Stated the Gov- 
ernment Relations Committee Chairman, “Dealers 
across the country do not want to experience another 


situation similar to that which occurred as a result of 
the interlock. Customer dissatisfaction with the in- 
terlock system was widespread, and dealers were on 
the firing line for customer complaints.” 

In addition, NADA voiced concern over the poten- 
tially adverse effects the increased costs of passive re- 
straints will have on consumers in an already de- 
pressed market. 

Presently, there are three bills pending before the 
Subcommittee which address the passive restraint 
question. The first bill calls for a total elimination of 
the standard; the second calls for a delay in the stan- 
dard until model year 1984, at which time all manu- 
facturers would be required to comply with the stan- 
dard; and, the third calls for a change in the com- 
pliance schedule so that small cars would have to 
comply with the standard first. 

NADA believes that a thorough objective analysis 
of the economic costs, safety benefits and public ac- 
ceptability of passive restraints should be conducted 
prior to any standard taking effect. Until such time 
as it becomes apparent that passive belts are accept- 
able to consumers and that the consumers are willing 
to incur the additional costs associated with the sys- 
tems, NADA favors a suspension of the standard. If, 
however, this is not possible, then the next best alter- 
native would be to delay the entire standard until 
model year 1984 when all manufacturers would be 
placed on equal footing. 


The issue of passive restraints is one which has 
concerned NADA for a number of years. NADA will, 
therefore, keep you closely advised as to develop- 
ments in this area as they occur. 


As of this writing, no further action on the issue 
has been scheduled by the Subcommittee. 


This is one of a series of monthly columns dealing with legislative issues of concern to franc 
already taken by the Congress or currently pending which will impact on your business. 


hised new car and truck dealers. It is intended to provide a brief summary of those actions either 
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Even employees who have been 
with you for years can still learn 
something new. 


From the mailroom to the boardroom. Anyone who's nearing’ retirement age can 
still learn something that will make their life easier. Tell them about Direct Deposit. 


It's a quick. dependable way to receive their Social Security or other Government 
payments. Because their money goes straight to their personal checking or 
savings account. So they can go straight to wherever they enjoy being most. 


Over 14 million people have already discovered the convenience and safety of 
Direct Deposit. Help inform your employees about this valuable service. 


Please send me more information 
on Direct Deposit 


Direct Deposit 

Dept. of Treasury-OPRS B-1 
Annex 1, Room 226 
Washington. D.C. 20226 


Pee eseess sean e @ = = oe 


DIRECT 2490 Uy 


Ad A Public Service of This Magazine United States Treasury & 
& The Advertising Council 2, 


ore than once during 
the annual conven- 
tion in Reno, I heard 
the phrase “get back to basics.” 
The general session addresses, 
workshop speakers, and many of 
the dealers repeated that line over 
and over. It became a chant that 
echoed down the halls and in the 
meeting rooms. It even overcame 
the din of the casino. 

I once thought “get back to ba- 
sics” was just a speaker’s way of 
admonishing his audience when 
his script was too short. There are 
countless talkers in this world who 
can expand on general topics like 
this and stretch on for hours. 

But I don’t think that was the 
case in Reno. I believe I found out 
what some of the basics are. I test- 
ed them out on some staff people 
when I got back to Washington, 
and that reaffirmed what I saw 
and heard at TRX-81. 

“Getting back to basics” implies 
action. Tom Egan addressed it 
right off the bat in the opening mo- 
ments of his speech when he re- 
marked, “Work hard and smart as 
individuals, and work toegether as 
a group of dedicated, professional 
truck dealers.” Egan was saying 
that you, the truck dealer, have to 
take steps to improve yourself, and 
he was saying it’s up to each of you 
to improve your personal image 
and that of all truck dealers. 

Egan said the steps needed to 
survive include better manage- 
ment, identifying problem areas, 
and solving them, and he went fur- 
ther by adding that dealers need to 
strive, for some very basic reasons 
that relate to attitude, public per- 
ception, and self respect. While he 
spoke, it became clear to me that, 
very probably, we’ve regarded our- 
selves too highly the last few 
years. 
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Pat Close 


I saw some pretty long faces in 
Reno, and very few people were 
anxious to see 1980 repeat itself. It 
is going to take a good deal of deal- 
er initiative for each of us to be- 
come more profitable, overcome 
careless performances and rebuild 
confidence in ourselves and the 
product. Dr. Tom Haggai speaking 
along much these same lines dur- 
ing his convention presentation, 
noted that truck dealers have the 
opportunity to turn tough times 
into a move to improve the way 
they do business. 

Echoing Egan, Haggai’s mes- 
sage was, “Mr. Dealer, start at 
home.” His presentation was en- 
titled “The Cavalry Ain’t Com- 
ing,” and basically, he said no one 
is going to solve the dealer’s prob- 
lems but the dealer himself. Also, 
he had a lot to say about. . . people. 

Haggai started his duscussion 
on people by listing the moral im- 
plication of selling. To him, the dif- 
ference between a customer and a 
client is, a customer just buys 
something, while a client is sold 
exactly what he needs so that he is 
satisfied and returns over and over 
again. Haggai said truck dealers 
must, beginning now, become 
smarter businessmen, and reduce 
the cost of each sale. 

I was particularly impressed by 
Haggai’s next line of thought. He 


said the key to a successful busi- 
ness is how much the dealer in- 
vests in the selling process. The in- 
vestment he spoke of required the 
dealer’s time, money and effort. 
Haggai added he belives we need 
to reinspire America, not revita- 
lize. People, he said, need to be 
communicated with and made to 
feel part of the grand plan. 

“Getting back to basics” often 
means reacquainting yourself 
with your employees. Haggai 
asked the Reno group if they use 
their sales meetings as skill ses- 
sions on how to sell, or as fuss ses- 
sions. The approach taken is vital! 
The day you treat the sales force 
with the same concern as you do 
the customer is the day they will 
start making more sales. People 
are important, communication is 
vital and cooperation paramount. 

Jack Jackson of American Air- 
lines also came through with a fine 
presentation at TRX-81. He ap- 
pealed for keener competition and 
better service, and he warned the 
dealers about their “typical” reac- 
tion to problems. Instead of really 
responding to the customer’s re- 
quest for quality repairs, he said, 
too many dealers simply change 
service managers. 

Jackson cautioned dealers that 
people don’t want to live with that 
kind of situation anymore. They 
want the service they are entitled 
to get, and will go where it is. 
1980’s dismal sales showed all 
dealers the value of parts and ser- 
vice. Reputations were made and 
broken over the response dealers 
made in those areas. 

Jackson made a huge point with 
a story about a pilot reporting to 
the government following his 
plane’s crash. When asked why it 
happened, he responded, “I just 


ran out of air speed, altitude and 
————> 


This column is prepared exclusively for automotive executive by Patrick R. Close, director of NADA’s American Truck Dealers Division. All inquiries should be addressed to: Pat 
Close, director of ATD, 8400 Westpark Dr., McLean, VA 22102. 
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AUCTION BLOCK from page 40 


gross $700! But, the “sure-thing” 
buyer does have the advantage, 
and he can easily afford to bid al- 
most up to retail—the retail he 
knows he can get. The other buy- 
ers cannot understand anyone bid- 
ding so high unless there is not 
risk; and if there is no risk, then it 
must be a retail buyer. True, there 
is a retail buyer .. .but not neces- 
sarily on the premises. Hopefully, 
there are retail buyers for all the 
cars purchased that day. 

We can be sure thre are, at 
times, “retail” buyers on site 
.. but not to the extent the unsuc- 
cessful bidder believes. Some deal- 
ers know their market better than 
others, some are more inclined to 
take a risk than others, and some 
do not know the market and bid 
from ignorance. The latter group 
does not last long. 

So, before you paint all auctions 
with the same brush, think about 
what we have said. In the years I 
have attended auctions and parti- 
cipated in various used car semi- 
nars, I have heard some truly out- 
rageous statements about auc- 
tions. Some were not even worthy 
of a reply. Some dealers who make 
a bad buy, rather than admitting 
to an error in judgment, find some 
fault with the auction. 

I think we should take the auto 
auction as it is, at face value. 


BIG RIGS continued 

ideas all at the same time.” Truck 
dealers will inevitably crash too if 
they run out of ideas in today’s 
market. 

Fundamentals are going to be 
very key to the success of truck 
dealers for the rest of this decade. 
Success is going to necessitate the 
dealer principal managing the 
dealership himself the way he 
wants it run. In order to remain a 
truck dealer, he’s going to have to 
communicate with employees, go 
after business and provide service. 

Truck dealers are going to have 
to set examples in “getting back to 
basics.” It will be up to each of you 
to lead, not push, your employees 
in order to get the job done. Most 
truck dealers rediscovered their 
businesses during 1980. Through 
diligent efforts of the dealer prin- 
cipals, the ‘80s can be a time to re- 
turn to profitability and profes- 
sionalism. fE 


There are some which are well- | ECONOMIC OUTLOOK 


run, and there are some which are 
not. A good auction, in my opinion, 
acts as an honest broker between a 
buyer and a seller. I would look as- 
kance upon those auctions which 
offer for sale a significant number 
of their own cars.That is very close 
to insider trading on the stock 
market. The wholesale can be use- 
ful, at times, to any dealer. A deal- 
er who denies himself an opportu- 
nity to make a profit for reasons as 
thin as some I have heard is doing 
himself, and no one else, a disser- 
vice. In fact, it reminds me of a par- 
ticular occasion when I decided to 
do something “on principle.” If I 
had actually carried through, it 
would have been a self-injuring 
act and I would have proved 
nothing to anyone, including my- 
self. My old and good friend, Den- 
ny Kuhn, observed, “You’re be- 
having like a man who bought a 
through ticket on a train, and then 
learned he didn’t like the conduc- 
tor. The man’s response was to 
leave the train on the first stop!” 
There’s a moral there we all, 
perhaps, should stop and think 
about. EE 


from page 36 


will benefit from increased mort- 
gage credit availablity and, possi- 
bly, from lower origination rates, 
but they will be assuming the in- 
terest rate risk. Because of this 
risk, many borrowers may be re- 
luctant to accept these new mort- 
gages. This will cause lenders to 
compete via limits on how much a 
loan’s terms can be altered. Such 
limits are generally obtained at 
the cost of higher origination 
rates, which may offset any reduc- 
tion in borrowing costs VRMs can 
bring about in the event of a de- 
cline in short-term interest rates. 
Thus, it will be awhile before 
VRMs take hold in the market. In 
the meantime, banks could im- 
prove their financial situation ev- 
en while still offering fixed-rate 
loans, by hedging against higher 
interest rates through interest fu- 
tures. In fact, when the Federal 
Home Loan Bank Board adopted 
the new VRM rule, it proposed 
S&Ls be allowed to do just that. 
Next month: variable rate auto 
loans. fE 


Recirculating System! 


The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied. This greatly 
reduces the number of times your furnace is called on for heat. 


Saves heat in winter, cools in summer. Check us out... call us TOLL 
FREE for names of users in your area and special industry prices. 


800-548-7199 


IN MONTANA @ 406-252-0480 


WRITE: 


ENERGY SAVING PRODUCTS 


P.O. BOX 311 
BILLINGS, MONTANA 59103 
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SELLING YOURSELF from page 18 


new car sales, 18 may be blown out 
the door. 

Not only is a new car sale lost 
each time, but the trade never gets 
on the used car lot, service doesn’t 
get the business, nor does parts. 

Unfortunately, the dealer often 
doesn’t know this scenario is going 
on—and this may be exactly the sit- 
uation where Larry works. I don’t 
know. But how often do you deal- 
ers check the appraisals against 
the Guide book? I’m sure nine of 
ten don’t. Yet, dealers should be on 
top of this, and so should new car 
sales managers. The dealer, the 
general manager, and the new car 
sales manager, should hold regu- 
lar meetings to see that the used 
car manager does not get out of 
line with his appraisals. 

Now, I’m aware that a lot of 
times a used car manager makes a 
low appraisal only because he has 
three of the same kind of cars on 
his lot now. With him, it’s a prob- 
lem of balanced inventory. He’s 
got three wagons, all the same 
type, and he doesn’t want another. 
So what? A good used car manager 
will try to wholesale it. 

Unlike Larry, though, I didn’t 
lose sales because of low apprai- 
sals. Instead, I went to independ- 
ent lots and told them of certain 
appraisals I had. I found out that 
most of the appraisals I was get- 
ting were as much as $1,000 light. 
To prove my case, I went to the 
general manager and told him. He 
was dumbfounded. I asked him, “If 
I get an appraisal in the future, 
and I believe it to be low, or at least 
a couple of hundred bucks from 
making a deal, can I have your 
permission to sell that trade to an 
independent?” 

He believed in me and said yes, 
providing the independent made 
out the check to the dealership. 

So, if any of you salespeople out 
there in the same fix should get an 
O.K. to do what I did—that is, seek 
out an independent—don’t abuse 
it. For example, if you needed a 
couple of hundred bucks for a deal 
and the independent wants that 
trade badly enough to give five 
hundred, don’t, of course, think 
about pocketing the three 
hundred. That’s called integri- 
ty—and that’s the key to selling 
yourself. 


If you use the independents, 
shop around. Some independents 
sell only high-priced cars, some 
sell only lower-priced cars, and 


some sell only trucks. Shop around 
carefully and be absolutely honest 
with the independent. Most of 
them buy over the phone. So, when 
you call the independent (assum- 
ing you have permission from your 
general manager) tell it straight. 
Call the mileage straight. If it 
needs bump work, or a paint job, or 
tires, again, call it straight. 


What you will really be doing is 
keeping the used car manager 
within bounds, so that the dealer- 
ship doesn’t lose business. Before 
long, you'll be getting the kind of 
appraisals from him that let you 
keep the sale. 


If you deal with independents, 
again, be absolutely honest. Some 
dealers might think you are trying 
to steal or “curb” cars, but that’s 
only done by a few salespeople 
who'll eventually get caught. You 
don’t have to lie or cheat to be a 
good salesperson. 

Take my approach to an accu- 
rate appraisal for what it’s worth. 
It’s for the betterment of every- 
body involved. You have every- 
thing to gain—and you have much 
to lose if you don’t try it. 

In both my books, I talk about 
Girard’s Chain Miracle or the 
“Law of 250.” Think of it. A custo- 
mer walks out on you because of a 
low appraisal on his trade. He tells 
his neighbors, his co-workers, his 
family and friends. Each tells 
another. Soon, the law of “250” has 
mushroomed that one low apprais- 
al of yours into hundreds of other 
lost sales. On the other hand, if 
you give the customer a good deal, 
even if you have to shop the inde- 
pendents for it, the law of “250” 
again takes over and multiplies 
that deal into dozens and dozens of 
others. 

Of course—and here’s the cau- 
tion—I was never popular with used 
car managers, and maybe Larry 
won't be either. But he will be with 
the new car manager, the general 
manager and the dealer, because 
he'll be protecting himself and 
them. I did my homework in this 
area. It made me the world’s great- 
est salesman and my dealer, one of 
the best in the nation. IfI can do it, 
so can you. I am no better than 
you. fE 
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Showcase 


WHAT’S NEW ON THE MARKET 


Anew, tool system, which greatly 
reduces the time required to bore 
and install valve guides in all do- 
mestic engines, has been an- 
nounced by Nulife Automotive. 
The Nulife tool allows installation 
of 16 valve guides in less than an 
hour and does not require a skilled 
mechanic, according to the manu- 
facturer. The valve guide tool is 
supplied complete with illustrat- 
ed, step-by-step instructions in 
both English and Spanish. Main- 


tenance-free, the tool allows even 
the smallest dealership to retain 


high-profit work while providing a 
finished job that is far superior to 
knurling. Only three valve guide 
sizes need be stocked for complete 
domestic coverage. Manufacturer: 
Nulife Automotive, 24637 Cal- 
vert, Woodland Hills, CA 91367. 


Electro-Sensor, Inc., has devel- 
oped a highly sensitive electronic 
unit that accurately indicates an 
electrical problem before it’s too 
late. This electronic unit, to be 
marketed through national auto- 
motive dealers and parts suppli- 
ers, is called Battery Brain™. The 
constant glow of the green L.E.D. 
light indicates to the driver that 
there is normal operation of the 
electrical system. However, if a 
problem does occur, the red L.E.D. 
flashes instantly. This would indi- 
cate there is a serious drop in vol- 
tage output from the battery itself 
or the charging system. The driver 
can immediately seek help for the 
problem and avoid costly tows and 
aggravation. Even when a car is 
parked, the 24 hour dash indica- 
tor light glows green continuously 
when the battery is normal. In 
case of a low battery charge, the 
car owner will know there is a 
problem: The Battery Brain™ will 
flash red instantly. This warning 
system has been designed for in- 
stallation on any normal twelve 
volt battery system, including cars 
and trucks. Additional informa- 
tion can be obtained by writing the 
manufacturer, Electro-Sensor, 
Inc., 10825 South Central Ave., 
Oak Lawn, IL 60453. 


Nissen Metal Marker is a low 
chloride, fast drying, opaque ink 
developed specifically for safely 
and permanently marking metals 
which are attacked by halogens 
and low melting metallics. The 
ink, which is applied from a 6 inch 
ball point writing tube, will not 
impart a contaminant that could 
cause cracking, stress or weaken- 
ing of the metal especially when 
heat is applied (as in welding and 
cutting) and it meets most specif- 
ications for stainless steel compo- 
nents. It. can be used for marking, 
numbering or coding metal inside 
or on metal to be stored outside; 
marks can be made on rough, 
smooth, wet, oily, or dry metal sur- 
faces and they will not chip, peel, 
fade or rub off. It will write on 
other surfaces including wood, 


plastic and glass. Manufacturer: 
John P. Nissen, Jr. Co., Glenside, 
PA 19038. 


METAL MARKER 


Information and photographs of products listed in Showcase have been provided via manufacturer's press releases. A products’s appearance in this column in no way implies endorsement 
by either NADA, the NADA Services Corp., or automotive executive magazine. 
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Guy-Chart introduces the new 
Universal McPherson Pull- 
Plate kits which can be used to 
straighten most Strut type sus- 
pensions. This kit, known as Kit 
X, includes a combination of finger 
hooks and related attachments 
along with the universal McPher- 
son Pull-Plate. The tools are 
mounted on a silhouetted board 
with part numbers for easy con- 
trol. Some of the special features of 
the kit are: all steel construction 
(no casting), the 3 eccentric legs al- 
low a multitude of fastening possi- 
bilities, and the plate contains a 
center hole to allow gauging dur- 
ing repair. Manufacturer: Guy- 
Chart Sales Inc., 56 Harvester 
Ave., Batavia, N.Y. 14020. 


Introducing a new dimensional 
compressor clutch catalog that 
provides design, selection and ap- 
plication information for a wide 
range of mobile air conditioning 
requirements. As the pioneer 
developer and leading supplier ofa 
complete line of electro-magnetic 
compressor clutches, catalog A- 
202 covers the full complement of 
standard duty air conditioning 
clutches for the automotive indus- 
try, as well as heavy duty units for 
trucks. The comprehensive catal- 
og includes data, drawings, charts 
and indexes with the most accu- 
rate and current compressor 
clutch information available. To 
keep up with current innovations, 
a unique “feedback page” has been 
provided whereby application in- 
formation can be specified for re- 
quirements not covered in the ca- 
talog. Manufacturer: Warner 
Electric Brake & Clutch Co., 449 
Gardner St., S. Beloit, IL 61080. 


An adaptor kit has been devel- 
oped for use with OTC 1725, 1725- 
A and 1730-B engine stands. The 
new product secures a transmis- 


sion at workbench height with 
three sides exposed for service ac- 
cessibility. When secured by the 


adaptor, a transmission can be ro- 
tated 360 degrees and locked in 
any of eight positions to gain ac- 


cess to the oil pan and screen as- 


sembly, valve body and tail shaft. 
Manufacturer: OTC Tools & 
Equipment, 125 
Drive, Owatonna, MN 55060. 


Protect valuable accessories from 
theft with weatherproof pad- 
locks for locking spare tires, can 
carriers, winches, etc. Available in 
one size only, the padlocks are en- 
closed in a unique, patented plas- 
tic cover which not only protects 
the lock, but reduces rattles and 
paint damage. One of the padlocks 
is completely watertight and has a 
pin tumbler lock. The other has a 
warded lock. Both are heavily con- 
structed with hardened shackles, 
riveted steel laminations and dou- 
ble locking steel balls to prevent 
twisting off, rapping or shimming. 
Manufacturer: Dualmatic Manu- 
facturing Co., P.O. Box 1119, 
Longmont, CO 80501. 
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Eisenhower 


A new series of desk-top busi- 
ness-class calculators from To- 
shiba America, Inc., are slimmer 
and trimmer in design, with larger 
keyboard features. Continuing 
with proven technology, Toshiba 
has designed the units to meet vir- 
tually any user need. The new cal- 
culators offer the advantage of 
large-size keys most often used 
—plus bar, subtract key, sub-total 
and total. Also, the calculators in- 
corporate the comfortable key- 
board format pioneered by Toshi- 
ba some years ago whereby the 
heavily-used “adding machine” 
logic is located on the right, separ- 
ated from subtract and divide keys 
on the left. Manufacturer: Busi- 
ness Equipment Division, Toshiba 
America, Inc., 82 Totowa Road, 
Wayne. N.J. 07470. 


Krex Fuel System Cleanser 
added to fuel removes power rob- 
bing gums, varnish, carbon and 
moisture from the carburetor, fuel 
injectors and the entire fuel sys- 
tem; retards carburetor icing, 
stalling and choking, keeps car- 
buretor, fuel injector and PCV 
clean; protects against fuel system 
rust and corrosion, maintains new 
car emission control system, frees 
sticky valves and rings; restores 
power and smooths performance; 
starts easier and improves pick up; 
improves cold weather flow of die- 
sel fuel; extends spark plug life; 
and increases mileage. It is com- 
patible with catalytic converter, 
leaded and unleaded gasoline, and 
diesel fuel. Manufacturer: Krex, 
Inc., Box 836, Highland Park, IL 
60035. 


Custom Booths Of California 
Proudly Introduces The New Multi-Purpose 


MIGHTY MINI BOOTH! 


You asked for it, so now we manufacture it. A scaled-down paint spray booth designed to fit the 
dimensions of sports cars, compacts, sub-compacts and other small-sized foreign and domestic 
vehicles. The Mighty Mini has all the special features you've come to expect from Custom Booths, 
including quality materials, superior workmanship and the highly-acclaimed patented Pure-Air Reverse 
Flow™ system. This system prevents even the smallest dirt and dust particles from getting into your paint 
spray booth. Industry experts recognize that the Pure-Air Reverse Flow™ design provides auto and body 
shop dealers with the world’s cleanest and finest paint spray booth currently on the market. A pre-sized, 
make-up air system is also available which allows clean outside heated air to flow through your booth 
and can be hooked up by your local heating contractor. Remember, intake air filters on the Pure-Air 
Reverse Flow™ booth will last at least 10 times longer than those used in the conventional type paint 
spray booths. 

All booths are shipped complete with detailed plans and assembly instructions, and can be 
erected by two men in just two days, or our specially trained crews will install it for you. And, don't 
forget, you can use the Mighty Mini for a wide variety of painting jobs, such as motorcycles, furniture, 
appliances and industrial equipment. 
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“Experts” 


¢¢ The Associates know as much about my business 
as | do...and that pays off for me.99 


Fred Taylor 
Georgia Mack Sales 
Albany, GA 


The Associates 


Truck/Trailer Financing & Leasing 
55 East Monroe Street 
Chicago, IL 60603 


Call toll-free 800-621-5226 
THE \ 


In Illinois, call collect (312) 781-5800 
ASSOCIATES 


“| consider The Associates more than an asset—they're 
family. When we went into business 21 years ago, 
The Associates financed my first floor plan. 
Today, we have six sales locations in southern Georgia. 
Last year, we sold 500 new trucks. What we like best 
about The Associates are the people. They're 
experts. They have a thorough knowledge of 
every phase of my business and they're totally 
responsive to our needs and our customers’ 
needs. In my book, The Associates 
is synonymous with total service.” 


40 offices to serve the transportation 
industry 


Associates Corporation of North America 
® aGulf + Western Company 


The Associates: People Worth Knowing 


Jif 


